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October 25, 1!«I2. 
The President, 

W,i>,hmgton, D. C. 
Sir: The act of Congress of June 28, 1!)U2, entitled "An act to pro- 
vide for the construction of a canal connecting the waters of the 
Atlantic and Pacific oceans." having authorized j-ou to purchase the 
rights and property of the Kew Panama Canal Company of France 
and to construct a canal across the Isthmus of Panama, in case you 
should find that a satisfactory title can be given to the United States 
by the company, and certain arrangements made with the Kepuhlic 
of Colombia, with an alternative provision as to what is known as the 
Nicaragua Canal route, I have, by your direction and to enable you 
to perform the first part of the duty so imposed upon you, made an 
examination of the title proposed to be given by the company, and 
respectfully submit my opinion thereon. 

To make this more intelligible, I think it well to premise a brief 
summary of the history of the compan}', of its relations with another 
Panama canal company of France, and of the negotiations and prepa- 
rations which have been set on foot looking to a sale to the United 
States. 

In 187tS a contract of concession, which has since been renewed from 
time to time, was entered into between the minister of foreign affairs 
of the Republic of Colombia and Lieut. Lueien Napoleon Bonaparte 
Wyse. In the same year it was approved by a law of Colombia. 
This contract of concession (see Exhibit C) describes Lieutenant 
Wyse as a member and delegate of the comDiittee of direction of 
the civil International Interoceanie Canal Company, presided over 
by Gen. Etienne Turr, and the acceptance of Lieutenant Wyse was 
in the name of that company. The concession was of the exclu- 
sive privilege to excavate across the territory of the Republic, 
and to operate for ninety-nine years from its completion, a mari- 
time canal between the Atlantic and Pacific oceans. The canal was 
to be completed and opened to public use within twelve years 
.aft«r the date of the " formation of the universal anonymous com- 
pany which shall be organized to construct it," and the executive 
power of the Republic was authorized to extend this time six years, 
in case it should be found impossible to finish the canal within twelve 
years. The public lands necessary for the excavation of the canal and 
for the constniction of a railroad, if it should be found convenient to 
construct one, were granted, the lands to return to the Republic, 
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4 PANAMA CANAL TITLK. 

togethfir with the canal and railroiul, at the exph-ation of the c.oticea- 
sioiiai-y period. There was also granted a strip of land SOU meters 
wide on each aide of the canal; also 500,000 hectares of public lands, 
with the mines that might be in them, to he selectei:! bj' the company. 
The canal was to be neutral, a maximum of charges was fixed, and the 
Republic was to receive certain annual payments of money during the 
life of the concession. The concessionaire was authorized to make 
an arrangement with the Panama Railroad Company, and there were 
other details favorable to the concessionaire, Colombia, and the general 
public which might use the canal. 

This contract of concession was by its terms ti-ansf-ei-able, but was 
absolutel}' forbidden to be ceded or mortgaged in any way to a foreign 
natitjn or government. 

The concession was transferred bj' the concessionaire on Julj' 5, 1879, 
to M, Ferdinand de Lesseps, founder of the Universal Company of the 
Interoceanic Canal of Panama, hereinafter referred to as the "old 
Panama Canal Company." This company began the work on the 
canal and continued it until 1888, when, after the expenditure of a 
vayt amount of money, it became involved in financial difficulties and 
was placed, in February, by the civil tribunal of the department of 
the Seine in France (see Exhibit H) in charge of a liquidator, who was 
authorized, among other things, to contribute or turn over the assets 
to a new company, the organization of which was then contemplated, 
and which will be referred to hereinafter as the " New Panama Canal 
Company. " 

On December 26, 18i>0, a law of Colombia (Exhibit C) granted to 
the liquidator o^ the old Panama Canal Company a prorogation of ten 
years for the completion of the canal, pi-oviding as a condition that 
he should transfer the whole of the assets of the companj' in liquida- 
tion to a new company, which was to undertake the completion of the 
work, and that the new company should be organized with a sufficient 
capital, and should recommence the work of excavation not later than 
February 28, 1893. This new law confirmed the contract of conces- 
sion of 1878, and provided for the receipt by the Colombian Govern- 
ment of 10,000,000 francs and 50,000 shares in the proposed new 
company. 

A law of Colombia of 1892, by article 1, authorized *he executive 
authority to modify the contract of December, 1890, between the minis- 
ter of foreign affairs and the liquidator, concerning the prorogation 
for the opening of the canal, and by article 2 authorized the executive 
to extend the time for constituting the proposed new company and 
recommen<'ing the work, and provided: 

If the Grovemtnent does not make use of the authorization given by article 1 of the 
preseDt law, it is fuLly empowered to make a new contract, which will not require to 
l>e approved by CongreHB. 
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PANAMA CANAL TITLE. 5 

The Executive made a contract in which a gteatev time, viz, until 
October 31, 1894, was allowed for constituting the new company and 
beginning the work, and it was therein declared that the term of ten 
years mentioned in the prorogation of 1890 should begin upon the 
organization of the company. The time for the beginning of the ten 
years had not been specihcally mentioned in the law of ] 890, No sub- 
sequent law of the Colombian Congress on the subject has been found. 

The new company was constituted definitively on October 211. 1894. 
(See Exhibit J.) This would accordingly make the ten years end in 
October, 1904. * ~ 

The Executive power of Colombia, in April, 1900, undertook to grant 
to the New Panama Canal Company a further extension of six years 
from October, 1904. (See Exhibit C.) 

After the judgment of the civil tribunal of the Seine of February 4, 
1889, appointing a liquidator of the old Panama Canal Company and 
authorizing him, among other liquidation proceedings, to contribute 
to the projected new company the assets of the former, the liquidator 
continued the work of the canal as liquidator, entering into ai-range- 
ments for that purpose with the contracting companies which had 
been engaged in excavating, until the formation of the new company 
in 1894, when he entered into a conti-act of contribution with the 
founders of that compan}- to turn over the assets. 

This conti-act took the form of stipulations in the by-laws of the 
New Panama Canal Company, articles 5, etc. (Exhibit 1.) These 
articles declared that the liquidator contributed to the new company 
all the rights which had resulted for the company' in liquidation from 
the laws, decrees, and other acts of the government of Colombia; all 
the works, plants, workshops, buildings, hospitals, materiel, etc., 
belonging to his company; all the plans, drawings, studies, and docu- 
ments of all kinds concerning the construction or operation of the 
canal; the benefit of all conti"acts with third persons: all guanintee 
funds on deposit; the whole to be the property of the new company. 
The articles also contributed a large majority of shares of stock in the 
Panama Railroad Company, a New York corporation, which shares 
had been purchased by the comjmny in liquidation; but this last con- 
tribution was conditional; that is to say, should the canal be duly com- 
pleted it was to remain good, but should the canal be attempted and 
partly constructed by the new company, but not completed within the 
time allowed by the concession, the shares were to return to the liqui- 
dator; and should the new company vote not to attempt the constnic- 
tion of the canal, or vote to raise money for that purpose but fail to 
get it, then an indemnitj' of 30,000,000 francs was to be jjaid to the 
liquidator and the railroad shares to belong to the new company. 

This contract of contribution stipulated in favor of the liquidation 
of the old company 60 per cent of the net profits of the entei'prise, 
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D PANAMA CANAL TITLE. 

and this was to be reduced to 50 per cent if the canal should not be 
attempted and if the unconditional title to the railroad shares should 
be acquired l»y the new company in the manner that has just been 
explained. (See Exhibits L and I.) 

The rights as to the raili-oad shares were to remain inalienable by 
the New Panama Canal Company until payment of the 20,000,000 
francs or the complete construction of the canal within the time 
allowed by the concession. There was also resen-ed to the liquidator 
the right to a commission of inspection to examine the proceedings 
of the new company. 

In the interval between the appointment of the liquidator in 1889 
and this contract of contribution of October, 1894, divers suits were 
brought against the liquidator, which were the more embarrassing 
because of the legal character of the old Panama Canal Company. 
He accordingly applied to the French Parliament for a special law to 
regulate the liquidation of the company, and such a law was passed 
on July 1, 1893. (Exhibit B.) This law will be frequently referred to 
hereinafter. 

In the course of raising funds the old Panama Canal Compan}- had 
issued a great number of bonds of different kinds. (See Exhibit 13.) 
The last issue before the companj' went into liquidation was an issue 
of what have come to be known as "lottery bonds" — that is to say, 
bonds which were also in a sense tottery tickets. These were author- 
ized by another special law of France of June 8, 1888. (Exhibit F.) 

Of the nionej- received from the subscribers of these bonds, namely, 
360 francs each, the old Panama Canal Company took 300 francs and 
60 francs were turned over to another company, to be invested and 
to provide both a sinking fund to reimburse the bonds from time to 
time, and in the meantime to furnish funds to pay the prizes of the 
lottery. This company is still in operation. Its members are the 
subscribers to the lottery bonds themselves. (Exhibit 13.) 

Another special law of France after the dissolution of the old Pan- 
ama Canal Company authorized the liquidator to issue some of the 
same lottery bonds. 

The bonds in his hands unissued were not among the rights con- 
tributed by him to the New Panama Canal Company. 

The latter company resumed the work on the canal immediately 
upon organizing itself, having taken in a cash capital of 60,000,000 
francs, subscribed by divers persons, including some of the old con- 
tractors, some of the bondholders and stockholders of the old company 
and some outside persons; and has continued the work until the pres- 
ent time. 

The liquidation of the old Panama Canal Company has likewise con- 
tinued under the special law of July 1, 1893, concerning it. 

In 1901 the question of a purchase of the nghts and property of the 
New Panama C^nal Company- by the United States was much discussed 
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in France and the United States, and on January 9, 1902, an official 
offer (see Exhibit T) was made by the officerti of that company to sell 
to the Government of the United States all the property and rights of 
the company on the Isthmus of Panama and its archives in Paris, for 
3HO,000,000. 

This offer had been authorized by vote of the general meeting of 
stockholders of the company (see Exhibit T), and the liquidator and 
the official representative (called the "mandataire") of the bondhold- 
ers of the old Panama Canal Company whose appointment had been 
provided for by the special law of July l,18it3,announced their consent 
to the sale in formal proceedings in the civil tribunal of the Seine, by 
which that law required all acts of the liquidator tending to alienate 
the assets of the old company to be approved. 

The civil tribunal of the Seine approved such consent of the liquida- 
tor by a judgment of March 19, 1902. (Exhibit 4.) 

A division of the $40,000,000 Ijetween the new company and the 
liquidator was settled by arbitration, and the submission by the liqui- 
dator of this matter to arbitration was approved by another judgment 
of the civil tribunal of the Seine, dated August '2, 1901, (Exhibit O.) 

One of the bondholders of the old Panama Company, a M. Donna- 
dieu, went into court and asked the ci('il tribunal of the Seine to set 
/ aside and annul its own judgment approving the consent of the liqui- 
dator to the sale to the United States and questioning the new com- 
pany's right to sell; but the tribunal, by judgment of July 3, 1902 
(Exhibit 5), decided that he had no right of action, because, under the 
special law of 1893, he was represented for such purposes by the 
mandataire of the bondholders, and that he had no right to question 
the power of the New Panama Canal Company to sell, having no legal 
relations with that company. 

This judgment was confirmed upon the same reasons given below, 
by judgment of the court of appeals of Paris of August 5, 1902. 
(Exhibit 6.) 

For convenience in pursuing the investigation, all objections known 
to have been stated in Congressional debates and elsewhere to the 
satisfactory character of the title proposed to be given by the new 
Panama Canal Company to the United States were formulated. (Ex- 
hibit 1.) These were in the same terms communicated to the oflicers 
and lawyers of the company, in order that, while the investigation 
was pursued and the conclusions herein stated reached independently 
of them, they might di-aw up and submit whatever they saw fit hy way 
of comment upon those objections. They have recently handed me a 
legal opinion or brief, a translation of which is among the papers 
hereto annexed. (Exhibit •2.) 

In addition to taking that step we have obtained, independently of 
them, a special stenographic report of the oi-al arguments made in a 
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recently decided case in the court of appeals of Paris, in which the 
aale of the canal pioperty was opposed by one Donnadieu, as already 
mentioned. (Exhibit 6.) 

The objections referred to, except the last, which is that Congi'ess 
authorized a purchase only from the new company and not from the 
old, whercEis it is alleged that the property has become again that of 
the old company, resolve themselves into reasons in support of the 
following propositions: 

1. That the new company has not power to sell the canal and i-ail- 
way property. 

2. That the liquidator has not power to consent to such sale. 

3. That the French courts have not power to authorize the liquida- 
tor and new company, or either of them, to enter into the sale. 

4. That, at all events, the United States would take the property as 
a trust fund subject to the total obligations to the stockholders, bond 
holders, and the other creditors of both companies. 

It will be convenient to examine the law bearing upon these four 
propositions in their order: 

1. The first is: That the new company has not power to sell the 
canal and railway property. 

This requires a brief statement of the history and nature of such a 
company, in view of the law of France. 

Our conceptions of charters and corporations and privileges enjoyed 
bycorporations, aswellas the notion of their being unable to act beyond 
the ability infused into them by their chartei"s, are here very mislead- 
ing, but, notwithstanding this, there are abundant concoptionfi belong- 
ing to our system which can enable us to understand these French 
associations. 

There once existed in Finance concei'ns similar to our corporations, 
taking their character from royal and feudal institutions, but it is to be 
remembered that France passed, more than a century ago, through a 
revolution in which almost everything of that kind was destroyed as 
though by tire. 

It was one of the acts of the French Revolutionary Contention to 
declare "the liberty of industry." 

The New Panama Canal Company is an anonymous partnership or 
association, composed of shareholders (Soci^tfi Anonvme par Actions), 
which, in view of its object, is of a noncommercial or nonti-afficking 
kind, but subjected by a law of August 1, 1893, to an act concerning 
commercial associations passed in 1867, and to the Commercial Code 
and the customs of commerce. All anonymous associations fonued 
since August 1. 1893, are subject to the same, and ai-e, legally speakuig, 
commercial, though in fa«t not so. 

The old compan}- is an anonymous partnership which voluntarily 
took the form of an anonymous association of shareholders, but is not 
ruled, and never was ruled, by the law of 1867 or the code and customs 
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, but onlj' by the Civil Code, having been formed before 
August 1, 1893, and not being commercial in its object or business. 

Anonymous associations or partnerships have not the names of the 
partners, but a name merely descriptive of their object or business. 

The essentia] or fundamental nature of both companies is that of vol- 
untary partnership, as we understand that. The powers, accordingly, 
are those which anindividual Frenchman has under the general rules 
of law— an individual merchant corresponding to the new company, 
and an individual who is not a merchant to the old company. As an 
individual can sell what belongs to him to whomsoever he pleases 
(unless some third person has a claim such as properly wairants him in 
opposing the sale in order to subject the property to a debt owing to 
him, or the like), so one of these associations, of either kind, can ordi- 
narily dispose of its property. 

In the case of commercial associations proper, to which the new 
company, the one we are now considering, has been assimilated and 
added by the general law already referred to of August I, 1893, the 
legislature of France, in view of the iisuallj' large capital and the great 
number of stockholders, bondholders, and other creditors, has imposed 
a few restrictive rules (act of 1867 and amendment of August 1, 1833, 
Exhibit 3) for the greater security of the partners and of third per- 
sons, requiring publication of the bj'-laws, a cei-tain amount of stock 
to be represented at certain stockholders' meetings, the paying up 
of subscriptions, etc. ; but these do not change the essential character 
of the concerns as partnerships; do not establish any tie between them 
and the Government, or any obligations from them to the (Jovern- 
ment, and do not forbid the exercise of the liberty to dispose of the 
property of the concerns as freely as an individual is able to dispose 
of his, if no special law forbids and if he is solvent and not under some 
particular contractual or other like obligation to retain the property. 
This new Pananm Company is quite solvent. 

The act of 1867 already referred to provides, in section 21. the first 
section under the title of "Anonymous associations," as follows: 

21. Ill the future, anonymous associations may be formed without authorization 
by the Government, They can, whatever may t>e the number of the assoi^iatea, be 
formed by a document of a private character ("sous Being priv^") made in duplicate. 
They are Bubject to the provisions of articles 29, 30, 32, 33, 34, 36 of the Code ol 
Commerce and to all proviBions contained in this title. 

Lyon-Caen and Renault, Treatise on Commercial Law, say that — 

The law of 23d of May. 1863, modified the Code's requirement of the iiuthorization 
by administration to the extent of exempting from the requirement associations hav-, 
ing a capital exceeding 20,000,000 francs * * * the law of 1867, which has 
repealed the law of 18fi3, has not set anonymous associations free to constitute them- 
selves and to perform their functions as they may see fit. In the interest of stock- 
holders and third persons it h^ imposed some niles (articles 41, 42, 47) which, from 
the nature of things, arc much the same as those tfiat same law has establiahed for 
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asBOciatioiia of commandite par action. The legal regulation of the two kinds of 
societies par actions (that is to say, having stock) hatt thus become the same in this, 
that since then neither of them is submitted to a previous authorization or to the 
surveillance of the administration, but they enjoy only o liberty regulated by the law. 

In a judgment of July 10, 1899, the civil tribunal of the Seine, in 
deciding a controversy between the liquidator of the old Panama Com- 
pany and the compan)' formed in IfiSS to talte care of the oo-called 
lottery bondij, discussed the ditferent situation of a civil association 
formed before J893, such as was the old Panama Company, and that 
of a more recent association, and held that the civil association for 
taking care of the bonds did not "come under the control of the law 
of July 24. 181)7, which applies only to commercial associations. 
* * * That it is the Civil Code alone which rules the civil associa- 
tions to determine the rights and suits of those interested, whatever 
form those civil associations may have talvcn in order to constitute 
themselves; that the agreement shown by the by-laws, accepted by 
all and by the company of Panama itself, is, therefore, t^ui law of the 
parties; that it has been observed in the calling and in the composi- 
tion of the extraordinary general meeting of July 25, 1898, which, 
consequently, can not be ciitioised from this point of view." 

But we are at present discussing the power of the new company to 
sell, and it would seem to follow from what has been said that it has 
the power, just as an individual would have power to sell his property, 
unless some special statute has forbidden this or made it unlawful, 
since it is a solvent company without bondholders, as appears from its 
annual reports hereto appended. (Exhibit N.) It is essentially a 
partnership, subject to a few statutory regulations about entirely dif- 
ferent matters. 

It has been suggested, however, that its contractual obligation to 
the old company to pay 60 per cent of the earnings of the canal 
resti-ains it. And this may well be true; but this contractual obliga- 
tion of a partnership is the same as though an individual had agreed 
to complete the canal and to pay the 00 per cent, and is therefore 
such an obligation as can be released by the other contracting party. 
If so effectually waived by the other contracting party, no one eLse 
could complain or question. 

Being a merely contractual obligation of a private partnership for 
the benefit of another private concern, there is no principle of law 
which would make the new company unable, with the consent of the 
other contracting party, to make use of its liberty to dispose of what 
belongs to it. There is no lack of power, or vires. 

Whether from the point of view of the bondholders and other cred- 
itors of the old company, and the power of the liquidator, it is just 
and lawful for him to set free tiie new company is a question to be 
separately discussed hereinafter. 
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It has also been suggested that the so-called lottery bond law of 18S8, 
providing — 

Aht. 3. All machinery necessary for the accomplishment of the work shall be 
made in France. The raw materials shall be of French origin — 

is a special law containing, by some implication, a prohibition to the 
new company to sell to one who could not be expected to be subject 
to such provisions of law, or else subjecting any purchaser of the 
property of the new company to those provisions, so that he would 
be bound to proceed accordingly. 

It has, besides, been supposed (but enough has been said to indicate 
the error of that) that this law of 188S is proof that the Government 
of France is represented by or bound up with companies genei-ally 
in such a way that the express consent of that Government is neces- 
sary to authorize any -sale of the whole of its property by the new 
company. 

This law was purely exceptional, intended to give an unusual right 
to the old company in the matter of issuing bonds, which are in effect 
lottery ticliets also, lotteries having been prohibited in France by a 
law of 1836. 

The Government, as a compensation to the nation in general for 
permitting this unusual thing, required the company so specially 
privileged and benefited to use French machinery and materials. But 
in view of the general relations of the Government to these free part- 
nei-ship associations, it would be going a long distance to see in this 
an order intended to be addressed to any individual or oth^Y pinxhaser 
of property from the company which was thus given the benefit of the 
unusual privilege, and still more to deduce a mortgage or a lien 
attaching to any property it might sell into whosesoever hands it 
might come. 

The French legislature by act of 1889 — the company having dis- 
solved and ceased to require to any great extent machinery and raw 
materials — passed another law authorizing the liquidator to issue some 
of the unsold bonds; but, of courae, as bonds of the old company, which 
still existed for the purposes of liquidation, and providing that in 
case the liquidator should transfer or cede its assets to a company 
organized for finishing the canal, the new company should not issue 
the bonds which might at that time remain unsold otherwise than on 
the conditions determined by the law of June, 1888, concerning the 
minimum of the selling price and the payment of intere.st. 

But the new company has remained a stranger to the lottery-bond 
scheme. It has not enjoyed the privilege of isi^uing those bonds; the 
still unissued bonds have been retained by the liquidator and were not 
contributed by hira to the new company, and they are no part of what 
it is now proposed to sell to the United States. 
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The nature of the provisions of law coni'orninjf materials and 
machinery is Huch that the requirement to obtain these in France was 
not in any way to benefit the bondholders or any other specific indi- 
viduals, or even the French (rovernment itself, but the people of 
France indefinitely. 

The expected benefit was a vague and indefinite.' one, reserved 
by the Government as compensation for something which the now 
proposed purchaser would not get, viz, the privilege of issuing lottery 
tickets as an inducement to a loan the company had already a right to 
get; and only the Government of France, which is a^^qiiiescing in 
the proposed sale, with a full knowledge that the foreign purchaser 
would not think of going to France for his materials, could ask that 
such materials and machinery should be purchased in France. No 
bondholder or stockholder or creditor can ask, or could possibly desire 
to ask, that that order burdening the old company should be transferred 
to a purchaser. It seems to be clear that no request from the French 
Government will be, or could justly be, made; and further, that if, by 
the law of 1888, the legislature intended to say that any remote pu.r- 
chmer of property from a free partnership concern must be a person 
subject to the laws of France, or that no sale to &fm-ei<in company or 
concern could be made, the legislature used no word to express that 
idea. The United States will not be a French successor of this French 
company, enjoying French privileges and bound by French law, but a 
foreign purchaser of property belonging to it in a foreign country. 

It may be remarked, in passing, that so far from the canal project 
and undertaking being those of the Government of France as a Gov- 
ernment, it is clear that the concession by Colombia was made, not to 
France, but to private persons and a private company, and that the 
concession itself forbids the belief that Colombia was willing, at the 
time, to make the concession to or for any foreign government. The 
canal is not in France, but in Colombia. It is not built in pursuance 
of the governmental obligations of France to provide highways in 
France for the French people. It is, in ^hort, a canal of great public 
interest in Colombia, which fact led Colombia to declare it a work of 
public utility, so as to authorize the private concessionary to make use 
of what we call the right of eminent domain, or forcible expropria- 
tion of private property; hut, as far as the nation and Govern- 
ment of France are concerned, it is a canal in a foreign country 
partially constructed by a private French concern in the nature of a 
free partnership. 

France could have prohibited the French private company from 
selling to outside persons or concerns, if it desired to retain the benefit 
of the purchase of materials in France, but France can not make law.s 
directly binding either outside pei-sons or property in Colombia after 
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it ceaser( to be owned by Frenchmen. However, Fi-ance passed no 
such law, and such companies, as we have shown, are left by her as 
free to sell what they own either to Frenchmen or foreigners as indi- 
vidual Frenchmen ave. 

But it is not sufficient to show that there rests in the New Panama 
Canal Company, or in its associates oi' stockholders, someirliere^ the 
right to make this sale, or divest themselves of their rights in favor 
of a new concessionary of Colombia, so far as their powers under the 
law of France are concerned. 

It is still necesaarj- to know that the "general meeting" of stock- 
holders, so called, which has authorized the offer, reserving the right 
to itself to ratify the siale, has the power to so offer and i-atify that 
sale, and that it is not necessary to have unanimous action by the 
shareholdei's. 

The "general meeting" of stockholdere receives its powers from 
the by-laws, and the by-laws are made by the original stockholders or 
founders. It should always be kept in mind, in this connection, that 
they are partners who have associated upon certain terms, and that 
a partnership agreement can not be changed by less than all of the 
partners. 

Sometimes the bj^-laws (ittatatx) delegate authoiity to the "general 
meeting" to alter those by-laws in certain specified particulars. When 
that is done the general meeting is, as it were, both a constitutional 
convention and a legislstare of the association. 

The Government of France, prior to 1867, authorized, through tho 
executive administi-ation, the bj'-laws of commercial associations, to 
which the New Panama Company, created in 1894, has been assimila- 
ted by the act of August 1, 1893; but, as I have said, from 1867 only 
certain very general regulations were prescHbed by statute, and 
otherwise the founders were left fi-ee to make such by-laws as they 
saw tit. 

There is nothing in the act of 1867 or the amendment of 1893 for- 
bidding the most extensive powers to be conferred by the by-law.-* of 
the founders upon the general meeting. 

On the contrary, the authoi-s already quoted (same volume, sec. 864) 
say that the question is much discussed whether, in the absence of any 
delegation of power by the by-laws — i. e., when they are silent on the 
subject— the general meeting has not this power of altemtion. They 
say it is pointed out that if "unanimity among the stockholders is 
required, altei-ations of the most necessary chai-acter to the carrying 
on and development of the association will be rendered difficult, even 
impossible." They say that it is also claimed that in the general meet- 
ings, which have to deal with questions concerning a collective person- 
ality, there should be power to lay down the law, because the persons 
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composing the association have renounced their individual rights 
favor of the collective interest. They add, however: 

We think, on the contrary, that, in the absence of 
alterations in them can not be made except with the 
holders. 

It happens that the by-laws of the New Panama Canal Company are 
not silent, but expressly give very extensive powers to the general 
meeting which proposes to make the sale. Title 9 of those Vn'-lawf 
(Exhibit I), under the heading "Amendments to the by-Jaws — Liqui- 
dation," has the following: 

Art. 60. If experience shall show the expediency of modifying or addinij to the 
present by-laws, the general meeting shall proceed to do that in the manner set forth 
in articles 61 and 62 hereof. 

It may CBpecially decide in r^^ard to a reduction of the capital stock; a reduction 
of the fixed duration of the association an extension of it or an fnrlier di>»olntion of 
llu. I'M cialion its fusion mth other associations it mav eien effect all and any tnodi- 
ficationa beanng upon the object of the association nitbout however, alterii^f its 

Art 03 In case of the dissolution of the company the general meeting, on the 
proposal o£ the ( ounci! of administration determines the method to be adopted tor 
hquidatmg or for the conatitution of a new compan> it appoints the liquidator or 
liquidators, and can gi\e them the most extensi^ e poners. 

Aiticles 61 and tf2 referred to contain merely details (taken from 
the regulations of the act of 1867) as to the composition of a general 
meeting capable of carrying out article 60. 

It would be a violation of article 60 to use the funds of the associa- 
tion to build a canal in Spain. That would essentially alter the object 
or bu.siness to be carried on. 

The general meeting thus has the power to amend or add to the 
by-laws in any way not altering the businass to be carried on, and 
therefore to adopt by-laws giving itself or the president or council of 
administration any powers concerning the sale of the assets that it 
sees fit to give. 

Having all the powers of the shareholders, with the single exception 
above mentioned, I do not see that a resolution directly authorizing or 
ratifying the sale, if published in the manner required for amend- 
ments of the by-laws, would be contrary to any law, violative of any- 
one's rights or in excess of the powers given to the general stockhold- 
ers' meeting by the by-laws above quoted. 

This great power was properly conferred bj' the founding partners 
because of the impossibility of getting together for unanimous con- 
sent the hundreds of thousands of partners. 

II. The next of the four propositions is^ 

"2. That the liquidator has not the power to consent to such sale. 

This involves somewhat more complex problems, but they do not 
seem to be difficult of solution. 
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It might be sufficient to say that the civil tribunal of the Seine, 
given by the general law and the special act of July, 1893, jurisdiction 
of the persons and subject-matter, and being what we should call a 
court of general jurisdiction, hus datddud that the liquidator hiw the 
power to consent to the sale, and that the court of appeals, upon the 
appeal of the only person who presented himself or claimed to have 
presented himself within the time and manner allowed by that special 
law, har^ decided against him on appeal. 

He has a right (during a period of two months, now running) to ask 
the Court of Cassation to nullify the judgment on appeal, which held 
that even he had not presented himself in due time and manner and 
that he had no right of action, even if he had been in time. But in 
view of the objections which I have mentioned in the beginning of 
this paper, it may be well to explain the validity of the judgment or 
decision that the liquidator has the power to consent to the sale, its 
conformity with French law, its reasonableness, and its effects with 
regard to the stockholders, bondholders, and other creditors of the 
old company. 

What is this liquidator and what are tiie powers of such liquidators? 

The Civil Code, which, as we have seen, regubites the affairs of such 
civil companies, contains very little with regard to their liquidation 
or winding up, and almost nothing in restraint of the libeity of the 
partners. (See title !', "Of the eonti-act of association.") It is 
almost wholly confined to the general rights and relations of indi- 
viduals. It contains nothing about corporations or joint-stock compa- 
nies or other artificial and privileged concerns. Its provisions" about 
the "contract of association" contemplate a mere voluntary partner- 
ship instead of a statutory or artificial body in which the stockholders 
have a limited liability, and apply to any and all free partnerships. 
They should be read in the light, first, of the freedom of contract; 
and, secondly, of the principle that thiid persons can be bound by 
iimple Mitlce of the nature of the freely made partnei-ship with which 
they may deal. As the authors already quoted say, there is nothing 
in the Civil Code or elsewhere to forbid (see sees. 1077-1083) a mere 
partnei"ship from taking \}a.^forii\, of a commercial association and let 
ting the world know that its private contract of association or part- 
nership contemplates a limited liability. These authors say: 

We believe, on the contrary, that the law of 1867 [which contemplates limited 
liability of commercial asKociatione] rules noncommercial associations as it does 
comiuerrial associations havini; stockholders, though constituted before the law of 
August 1, 1893. 

We have seen, however, that the civil tribunal of the Seine has held 
that it does not, and those authors themselves say that the greater 
number of judicial decisions are that way. 

But it is recognized by these authors, and in the decisions of the 
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civil tribunal of the Seine, that the b^niknqrtcij lawn and the laws 
concerning the statutory institution known as '"judicial liquidation" 
have no application to the noncommercial associations constituted 
before August 1, 181>3, and that the question of their liquidation is left 
altogether to the Civil Code. 

The Civil Code, in turn, leaves it to the will of the proper tribunal, 
and to the general provisions of law applicable to individuals, and 
especially to individuals in the case of succession after death. About 
the only express provisions in the Civil Code on the subject are the 
following articles: 

I87I. The disBolution of aasociationB havinf; btrrnn [of duration] can uot be . 
demanded by one of the aaaodates before the expiration of the terms unless upon 
just grounds, as where one of the associates has failed to live up to his engagements, 
or where an habitual infirmity renders him incapable of attending tJi the affairs of 
the association, or in other similar cases, the legitimacy and importance of which 
are left to the determination of the judges. (Civ., 1184-1865. ) 

The rules concerning partition of auccessions, the form of such partitions, and the 
obligations which result therefrom amontf the coheirs apply to partitions among 
aesociatea. (Civ., 792, 815etseq., 826; Code Procedure, 966etseq.) 

The lujiiidatlon or ordinary winding up of oimimerchl associations 
formed after 1867 is equally unregulated by statute, since it is neither 
settlement by bankruptcy proceedings nor settlement by what is tech- 
nically "judicial liquidation," The authors quoted say (sec, 41iJ): 

It is not only from the syndic [in banlcruptcy proceedings] that the liquidator of 
an association differs, it is also from the judicial liquidator named in virtue of the 
law of March 4, 1889. 

And in section 36i they say: 

The Code of Commerce (art 84) supposes, it is true, an association in liquidation 
where it speaks of associates who are not liquidators. Article 61 of the law of 24th 
July, I867| also expressly mentions liquidation. But no French. Mattile haa defined the 
slate of liquidation, nor egtabligked the rules to govern it; jurigpmdence (that is, judicial 
decision ) Aim had to suppli/ that omiiiion, drawing inspiration /rom the general principles 
of law and the ntremtieB of practice. 

It appears that the matter of liquidation or winding up being left 
thus to the courts, thej' have, in a general waj', followed the same plan 
for civil or nontrading associations voluntarily constituted in commer- 
cial form before 1893, such as the old Panama Company, as in the 
case of commercial associations or the associations assimilated to them, 
created since I8i)3. 

Bankruptcy law, to repeat, applies in any event only to commercial 
companies and individuals; the quasi- bankruptcy proceeding called 
"judicial liquidation" is equally inapplicable to this Old Panama 
Company, a noncommercial company created before 1893. We have 
simply a dissolution and settlement of a partnership by the partnei-s, 
if they can agree unanimously, and if thej- can not, then under the 
powei' of the courts on general printiiples of law, ex /lecess'tate. 
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But what is left to the courts is the resolution of questions which 
the laws do not themselves resolve, and the necessities of the case 
nevertheless require to be i-esolved. This is very little, and we are 
not to understand that because the partners can not agree and the 
courts must be resorted to, the rights of all concerned, even their 
rights of action, are euded or subject to the mere caprice of the 
judge. It is quite otherwise. The Civi! Code and the statutes and 
recognized maxims govern as before, so far as it is possible to apply 
them. Ordinarily all that the court does is to appoint a liquidator, 
and authorize him generally to liquidate as he deems beet. 

The partnership is dissolved, though in a sense continuing to exist 
(same authors, 372). Being resolved into its units, equal and having 
rights well determined by the code, they liquidate themselves if they 
can v.Tianwunisly agree, or where their by-laws have provided for the 
choice of a liquidator by the general meeting (as they usually do), he 
liquidates. In cases in which they are not unanimous or have not pro- 
vided for a liquidator, necessity requires the court to name one (same 
authors, sections 368-369, where it is remarked that foreign codes 
differ in permitting a mere inajority to decide, if a majority can agree 
upon a liquidator); and he is not an officer representing the court, but 
the judicially selected representative or agent of the associates to 
settle or wind up their affairs. 

The associates could give him all their unlimited powei-s of liqui- 
dating. If they do not meet and agree unanimously — and this is 
obviously impracticable among sevei-al hundred thousand scattered 
stockholders — then the court gives him genei-al powers or determines, 
from among the powet'g of the aseociatex <yr partners, what ones are to 
be given, and these are confined to the i-equirements of liquidation or 
winding up. 

This course, as I have said, is regarded as necessary to reach a liqui- 
dation and the partition to which the individual associates or partners 
are entitled (the code not having provided any method of reaching 
those ends) in the absence of the concurrent, unanimous action of the 
associates or partners. 

If the creditors are dissatisfied they can {but not in the case of this 
noncommercial association, constituted before 1893) apply for a dec- 
lai'ation of bankruptcy. 

The authors already quoted say (sees. 377-379): 

Foreign laws, which have concerned themaelveH witb the liquidation of aseocia- 
tione, have determined the powers of the liquidators and their obligations; it ia not 
so with u8, for the simple reason that our Code of Commerce [and the same, as I have 
said, is true of the Civil Code] has not treated of liquidation. As has been said above, 
it belotifts to the associates or to the tribunal, in. naming a liquidator, to determine 
hie obligations and his powers. But it ia important to inquire what they are, in case 
the act of appointment ia silent or incomplete on the question. * * * Xhe hqui- 
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dator ia an ajtent; he is choaen by the asaociatflg, or by the court, to represent the 
diaaolved society, to the end ot terijiinatii^cita operationa, paj'in^ its creditors, recov- 
ering the debts owing to it, and thus getting at the net asaeta which are to t>e parti- 
tioned among the associate?. • • * It is necessary to admit, without reatriction, 
that it ia only the aiaoL'iation(not the creditors) whom the liquidator represents. It 
is not necessary to argue otherwiae from judgmenlf irhich confer poavri the moet dctew- 
siee upon the liqiiidatore for the realization and partition of the assets. The extent 
of the powers of the liquidator can not take from the functions he performs their 
essential character. As lias been justly remarked, however con-<iderable we suppose 
the powers of the liquidator, they can not exceed those which belong to the asso- 
ciates themselves. Who, however, can regard the associates as the agents or repre- 
sentatives of their creditors? 

By a iud(;ment of 4th February, 1889 (Exhibit H), a liquidator was 
apf)ointe(l, in pursuance of article 1871 ot the Civil Code (above quoted), 
for the Old Panama Company, for the re^isoii that it was in difficulties, 
practically insolvent, that a vain attempt bad been made to obtain an 
extraordinary general meeting, that the by-laws did not intend to, 
and could not, deprive a shareholder of the right which article 1871 
gave him, etc. ; and the liquidator's appointment was " with powers the 
most extensive, especially to cede or contribute to any new association 
the whole or part of the association's assets," etc. 

He was not, however, authorized by the court or by the special act 
of France of 1893 to reorganize the old company, and has never 
undertaken to do so. That would not be liquidating. 

It seems to have been suppo.ied that the broad power given i« some- 
thing very extraordinary, and of doubtful validity. But the doubt, if 
there be one, ia certainly not as to the power to get rid of all the assets. 
It is rather, it seems to me, as to the power to do other than that, 
viz, to contribute to another company, with the result of an indefi- 
nite postponement of the end of the liquidation or winding up; not 
as to the powei' to turn over, or consent to have turned over, to a 
purchaser for cash the original or exchanged assets of the company, 
but rather as to that of beginning and continuing the agreement of 
contribution with the new company looking to future work on the 
canal. Certainly, to sell the property and obtain cash with which to 
pay the creditors and satisfy the demands ot the associates for a par- 
tition of what remains, if anything, is one of the most ordinary and 
obvious methods of liquidating in all countries. 

However, either course would seem to be within the limits of legiti- 
mate liquidation. The one adopted appeared to promise more t« the 
creditors and stockholders than that of selling offhand the remains of a 
discredited enterprise and some machinery of little or no value for any 
other uses. 

But it seems to be supposed that, having made a contribution which 
ti-ansferred the ownership of the canal property to a new company for 
the price of 60 per cent of the net earnings of the completed canal, 
the liquidator can not, under his original powers or under any power 
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the court can add thereto, sell or dispose of or release for a cash con- 
sideration this 60 per cent of expected earnings. 

It is difficult to t'Ce wherein this property or i^ight is more sacred or 
inalienable than the canal itself, which was disposed of by the liquida- 
tor ill 1894 to the new company. 

If it is a debt owing to the old company, represented by the liquida- 
tor, it is an asset of a very ordinary kind, such as a liquidator collects, 
compromises, exchanges, or otherwise disposes of ae seems best for 
his principals. That is what it amounts to, so far a^ all but the i-ail- 
road property is concerned, for the agreement of contribution, as 
embodied in the by-laws of the new company, expressly provided that — 
The present corporation shall becotae oitner of the property and rights hereby ceded 
and contributed on and from the day when it ahall have been finaljy constituted, 
except, however, what is to be stated hereinafter in regard to the Panama Railroad. 

Neither is it apparent why, if the tribunal could have originally 
authorized a sale of all the property or assets of whatever kind, it has 
any less power to do so now. 

If the title to the railroad stock is in anj' sense still in the old com- 
pany , all the more clearly it can be sold by the liquidator as an ordinary 
unexchanged asset, or quitclaimed by him to a purchaser from the 
new company. 

But it has been suggested that the proposed action of the liquidator 
is a bad bargain for the associates and with regard to the creditors of 
the old company; that he would be wiser to take his chances on the 
60 per cent protits of the Panama Canal to be (possibly) constructed 
by the French company, than accept the certainty of a cash payment 
equal to the present value of the canal, the concession and the other ■ 
property. 

Can the validity of the sale or disposal of every piece of property 
embraced in the assets of a failing partnership depend upon the wis- 
dom of it, or the validity of the court's authorization of siich sale 
depend upon that? Who, moreover, is to judge of the wisdom of this 
act'f 

The liquidator has decided, the court has approved his decision and 
published its approval, as the special act of July, 1893, I'equired, and 
but one among the stockholders and creditors attempted to make use 
of the right to attack the judgment of approval, and that one, a bond- 
holder, was told that his legal representative had appeared in court 
and expressly approved the act and in so doing represented bis inter- 
ests as one of the bondholders, in pursuance of the special law of 
France. Not one of the general creditors (if there are any such) 
objected, and the rmmdataire or representative of the bondholders has 
repeatedly and formally approved. 

Under these circumstances, it is to be presumed in fact that the 
course is a wise, oi', at least, reasonable one, from the standpoint of 
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those who are selling, even if it can he imagined that its wiadom or 
unwii^doni has any bearing upon the. validity' of the sale. 

The bondholder, Donnadieii, who attaclted the judgment of March 
19, 1903 (Exhibit 4), approving the liquidator's consent to the sale, 
was decidiKl against on July 8 last (Exhibit 5)? and the court of appeals 
of Paris reheard the case and, adopting the reasons of the lower court, 
repeated the deci.sion against him on August 5 (Exhibit 6). 

The judgment of approval of the consent of the liquidator to the 
sale, was rendered on March 19, 1903 (Exhibit 4), in pursuance of 
articles 10 and 11 of the special law of July 1, 1893, which ai-e as 
follows : 

Art. II). All acte tending to atienate anil asuels of the company, all contraiita entailing 
a transfer or contribution of the whole or of & part of the assets of the concern, ema- 
natiog from the liquidator of the Universal Company of the Int«roceanic Canal of 
Panamit, shall be suf^tct to the approeal of the civil tribunal of the Seine, which Bhall, 
on the report of one of the juttices, pass upon the question in open court. 

Art. 11. All decrees of approval or ratification rendered in accordance with the pre- 
cedin); article shall be published, within a tetm of ten days, in the "Journal Ogiciel" 
and in the "Journal O^e!" (Commune edition). 

This decree may be attacked by the ^lareholderii, by the mnndatoire of the bond- 
holders, and by olhey eredilors of the company, within a delay of not esceeding one 
tnonih from the date of the publication of oresaid. The civil tribunal shall adjudicate 
the question within the space of one month, as in the case of matters demanding an 
immediate and summary adjudication. The appeal from such itecision must be 
. entered within ten days from the time of notification of said judgment to the party in 
person or at his domicile. 

This did not confer power upon the liquidator. It restrained the 
pratitically unlimited power he already had by subjecting some of 
his specilic acts to the judicial approval. 

The words briefly translated into the word "attacked" in article 11 
are ^'frappede Herce-opposition.''^ Donnadieu, the bondholder of the 
old company, haa made this attax^'k upon the judgment of approval, oi- 
attempted to do so. 

This proceeding called " tierce-opposition " is one by means of which 
a person who is not party to the suit, but Iwlieves his rights violated 
or injured by the judgment, can have it set aside. It can not, 
undei' the general law, be made use of b}' one who, though not 
actually a party, has been represented by one of the parties. The 
special law concerning the liquidation of the Old Panama Company, 
however, seems to have extended it to the stockholders of the old com- 
pany, although represented by the liquidator, and to have extetided it 
to any possible general creditors (not bondholders), although appar- 
ently represented by the mandataire of the bondholders, as may be 
infeiTcd from the second paragraph of article 1, taking away, or 
rather suspending, their rights of action and permitting them to sue 
only in case the mandataire neglects or refuses to do so. But whether 
general creditors are represented is obscure and not important in 
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regard to the present inquiry, .aince the geneml creditors were per- 
mitted to oppose the judgment of approval and did not resort in any 
single instanee to the ^''tierce-opposition." 

The special law, so far as the judgment of approval la coni'erned, is 
in some respects narrower than the general law, because, according to 
that law, there is no limit of time for the pi-oceeding of ''^tierce-oppo- 
sitio?i" by an outsider, and the time forappeals which, under the gen- 
eml law, is two months, is cut down to ten days. In Beauchet's 
Treatise on Procedure in Civil and Commercial Matters (third edition, 
1891) we read: 

1045. This extraordinary proceeding ["tirrce oppositioa "] can be employed a^inst 
any judgment, whatever may be ita nature and the jurisdiction of the court pro- 
nouncing it. All the deci^one in first instance, or final, of justices of the peace, 
" pnid 'hommes," tribunals of commerce, civil tribunals and courts [that is, courts 
of appeal] are subjected to it. The decrees of the court of cassation only are free 
from it, according to the decisions of that court. As a decree of the supreme court 
does not affect the basis or foundation {fondl of the litigation, it can not occasion 
any serious and real harm. 

1046. The law has not fixe<l any limit of time within which the txerrt opposition 
must be instituted. It has left this point to the control of the ordinary rules of pre- 
scription. The tierce oppofilioii can be employed as long as the right upon which 
the third party bases It has not been taken away by the effect of any prescription 
acquired against him, conformably to the ordinary law. 

The ordinary methods of attacking a judgment, according to Beau- 
chet's Treatise on Procedure (sees, 9'15, 946) are by appeal and opposiiion. 
Opposition is a request to the court entering a judguient on default to 
set it aside. There is no such judgment in the Donnadieu ca.se. 

The extraordinary methods are, according to the same authority, 
the "tierce opposition," the "requSte civil," and the "poun'oi en 
cassation." 

The "requite civil" is an attack upon a judgment of a court of 
appeals only, based upon fraud or improper conduct in connection 
with the judgment. Nothing of the kind has been suggested, and this 
ma3" be dismissed from consideration. 

An appeal ha^ been taken and decided against Donnadieu. (Exhibits 
5 and 6.) 

Tierce opposition has been explained — an application to have a judg- 
ment set aside by one not a party to its rendition, because it violates 
some legal right of his. Any judgment of any court can so be attacked, 
provided a right of the applicant has been violated, except judgments 
of the court of cassation. No one can, however, pretend that the 
appellate judgment against Donnadieu violates any right of his, because 
that affirmance can hardly affect any one but Donnadieu. Espe- 
cially can not other bondholders or creditors of the old company escape 
the statutory obligation to file their own tierce oppositions within 
the month allowed by the special act, by attacking the affirming judg- 
ment against Donnadieu. 



■,e-.oo^[c 



22 PANAMA CANAL TITLE. 

This leaves nothing to be considered but Donnadieu's proceeding in 
cassation, if he should institute one. 

The proceeding in cassation is not a general appeal, or even a writ 
of eri-or as we know the latcer. The court of cassation annuls judg- 
ments and remands cases, where the judgments violate the law, almost 
wholly statutory- 

His case has two parts— one between him and the new companj', the 
other between him and the liquidator. 

He alleged that his rights would be violated by the new company's 
selling the property, and brought suit to restrain it. 

He alleged that the judgment approving the liquidator's consent 
violated his rights, and asked to have the judgment set aside. 

Both parts were decided upon exceptions, instead of upon the two 
questions he thus sought to raise. 

It was held that he was not allowed by the special law to file tierce 
opposition to the judgment of approval, because he was a bondholder 
and, as sufh, represented by the mandataire of the bondholders, and 
because the special law allows tierce opposition only to the stockhold- 
ers of the old company, the bondholders' mandateire, and the other 
creditors. 

This is the plain reading of that law. 

He does not deny that bondholders are unable to have the tierce 
opposition individually, but assorts that he is not a bondholder, but 
ceased to be one by getting judgment for the amount of bis bonds, 
and so became one of the "other creditors," 

Certainly an American court, without regard to the question of an 
alteration of his technicjit rights by getting a judgment of recovery on 
his bonds, would say that, within the meaning of the special law, he 
is a bondholder and that he is not what is meant by that law as an 
"other creditor." The meaning or "spirit" of the law is as impor- 
tant to French courts as to ours. 

The Fi'ench courts denied that there had been any alteration of his 
rights, and held that a man does not cease to be a bondholder because 
he gets a judgment that his bonds shall be paid. 

I see no reason to doubt that that sensible view is correct. 

Donnadieii wit! fail to reverse the court of appeals on the branch of 
the case concerning the liquidator's consent, unless the court of cas- 
sation believes that the liquidator has not the power to dispose of the 
assets in question, with the approval of the lower courts, and concur- 
rence of the mandataire of the bondholders, and further that his doing 
so violates some law on the subject of liquidation or some law giving 
rights to I>onnadieu, 

And even if it should so believe, if it also believes that Donnadieu's 
individual tierce opposition was inadmissible under the law— the 
only question decided by the judgment below- — it would probably fail 
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to annul the judgment refusing to admit him as being a judgment vio- 
lating a law. 

With the manner of e-tercising the liquidator's power of sale {if it 
exists) the lower courts have, but the court of cassation has not, any- 
thing to do. 

That the liquidator haa that power I have attempted to show, and 
shall merely add here that the special act of the French Parliament 
expressly recognizes and sanctions both the power of the liquidator to 
alienate the assets — a power which liquidators the world over possess — 
and the authority of the lower courts to approve or disapprove a 
particular use thereof. 

As for the branch of the case alleging that the sale by the new com- 
pany was beyond the powers of that comimny, the decision was that 
Donnadieu, being merely a bondholder or cretlitorof the old company, 
had no such legal relations with the new company as to be able to ques- 
tion the power of that company as to the disposition of its property. 

A similar judgment {on default) has recently been rendered in the 
case of one Sautereau, an engineer, who claimed that certain plans of 
his had been furnished to the liquidator and would be included in the 
sale, and that the liquidator had not paid him for them. {Exhibit 7.) 

It is needless to dwell upon this branch of the Ponnadieu case, 
because, even if he had no such i-elations with the new company as to 
be able to i-aise such a question, there are others who can at least 
raise it— namely, the stockholders and creditors of the new company 
itself. 

1 have already indicated my opinion that they would raise in vain 
the general question of the power of the company, with the consent of 
the liquidator and mandataire of the bondholders of the old company, 
to sell the canal property. It is only neoessarj- to add that a creditor 
of the new company, a solvent concern able and willing to pay any 
debts it may owe out of its funds or out of the purchase price, can 
not prevent a sale of the company's property under any principle of 
law or reason that has occuiTed to nie, any more tlian an individ- 
ual's debtor, if he is solvent, can prevent him from selling a horse or 
a house. 

As for the stockholders of the new company, they, being the com- 
panj- itself, and bound by the acts of their own duly authorized genei"al 
meetings and ofllcei"s. could question nothing but the fact that their 
bj-laws did empowei' the genei-al meeting to make such a sale. I have 
already shown that, in my judgment, they clearly do. 

III. IJut it is said that— 

3. The French courts have not powei' to authorize the liquidator 
and the new company, or either of them, to enter into this sale. 

It has been shown that they have undertaken to do so as to the liqui- 
dator, but the French special law of Jul}', 1S93, is itself questioned 
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as to its validity, and the French judgments as perhaps nolations of 
fundamental rights which are assumed to exist and assumed to be pro- 
tected and guaranteed by French institutions. 

The courts do not undertake to authorize the new eompany. That 
company needed no judicial authorization. 

It is not perceived that the vested right alleged to exist in the 60 per 
cent net earnings in favor of the stockholders but, in reality, bene- 
ficial to the bondholders and creditors of the old company, is any more 
of a vested right than the right to the machinery formerly owned by 
the old company-, but transferred to the new. Of course, it is a vested 
and a valuable right. . But the liquidation is still going on, and it is 
proposed to realize on that asset, to dispose of it for cash to be paid to 
the creditors and, after that, if sufficient {which it is not), to the stock- 
holders. The stockholders are the debtors of the bondholders and 
other creditors of the old company, and they will, after the receipt of 
the price it is proposed to pay, be unable to pay their debts. They 
are so now; that is the principal reason for the liquidation of their 
concern. 

But the act of July, 1893, does, so the French courts hold, exclude 
the bondholders from individually objecting to the sale — at least by 
formal proceedings in court. It has caused a single agent to be 
appointed for them, however, and if there were any general objection 
on their part, there is no reason to suppose that he would not act 
accordingly and voice theii' sentiments. This would not lead, neces- 
sarily, to a different result. The sale might well be approved, because 
their reasons were unsatisfactory to the court. 

It may seem strange that the French special law of 1893, by some 
oversight, perhaps, permitted all the individual creditors, though 
possibly represented by the rnandataire, and the individual stock- 
holders, though certainly represented by the liquidator, to have a 
hearing in court, and yet omitted to give one to the bondholders 
individually. 

But in view of the universal acquiescence of those general creditors 
(if any exist), having identical interests with the bondholders, and of 
all others concerned, including the legal representative of the bond- 
holders, the probability ia that the same end would have been reached 
by the court. 

However, such is the law passed by the Parliament of France, and 
it remains to inquire whether it is invalid. 

Nothing is more familiar to us than an adjudication by one of the 
courts that a law regularly passed is invalid, null and void. But 
when this first happened in our country it was regarded as a very 
extraordinarj' thing. 

In France, as in England, certain maxims have come to be regarded 
as extremely sacred, and England is said to have an unwritten consti- 
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tutioQ. To some extent the same may he said of France, But it is 
not regarded as a necessarj- consequence that the power of the courts 
is sufficient to set aside a law which they regard as violating those 
maxims. 

Beauchet, under the heading of "General notions," says: 

With Montesquieu, writers, juriscoueult^, philosophers, statesmen, political assem- 
blies, have cliscussed the thesis of the coexistence and distinction of three poicera in 
the State — legislative power, executive power, judicial power. The Dumber of writ- 
ings to which this haa givea rise is considerable. • • • Thus the principle of 
the separation of powers which, since the declaration of the rights of man, is con- 
sidered as rasential to every constitution, is applied not only to the relations of the 
lepslative power with the executive i)ower, but also to those of the judicial authority 
with the administrative, which is confounded, but improperly, with the executive 
power. Supposing, then, that there esist three distinct powers in tJie Stat«, let ub 
see rapidly how tiat separation has been established and what are the most impor- 
tant consequences which follow from it The judicial power iias been distinct from 
the legislative power since the decree ot 16-24 April [August?], 1790, title 2, article 
10. The subsequent constitationa of the 3d Septemljer, 1791, and 5th Fructid«r, 
year 3, renewed that distmction and article 127 of the preaent penal code has sanc- 
tioned it From the pnnciple established by the law of 1790 flow the following 
consequences: 

1. The tribunals <.an not jpposf Ikt pj otdon of the laws; they can not, as formerly 
could the parliaments, remonstrate. 

2. It is forbidden to the tribunal to imitate the andent parliaments by declaring 
in advance and in a general manner in their decrees how they will decide in the 
future Bnch or such a question of law and thuscreatea special law for their own juris- 
diction. If attempts of that kind have sometimes been made, the supreme court has 
alwaj^ suppressed them. (Code Civil, art. 5; Code Penal, art. 127.) 

3. All political deliberations are forbidden to the judicial bodies (law SO August, 
1883, art. 14, sec. 2). Reciprocally, all mixing in the administration of justice is for- 
bidden to the legislative power. This rule leads to several consequences which it is 
suflicient to stale: 

. (1) The legislative chambers can not render any judgment except the Senate in a 
case provided for by article 12 ot the law of July 16, 1875 (trying the President of 
the Republic). 

(2) The legislature can neither reform nor nullify a judgment, even one irn^ularly 
rendered. This right belongs only to the judicial authority obtaining jurisdiction 
by legal methods of proceeding. 

(3) A new law can not disturb a matter irrevocably adjudicated according to the 
preexisting law; the resulting situation constitutes an acquired right. 

(4) A new law can not deprive the tribunal of a proceeding instituted before it 
and of which it has jurisdiction, except in the case where the law announces the sup- 
pression of the tribunal itself. 

The judicial power is, in the second place, distinct from the administrative power, 
and every invasion of the domain of the administration is severely prohibited. Arti- 
cle 13 of title 2 of the decree of 16-24 August, 1790, the constitutions of 3d September 
and 5th Fruclid4ir, year 3, are clear on that point. This prohibition is in our day 
sanctioned by the second se<^tion of article 127 of the Penal Code, 

From these "general notions," as the author calls them, it is evi- 
dent that even the distinction between the three powers of govern- 
ment is a thing to be evolved largely from codes and statutes which 
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the legislative power makes and alters as it thinks best. Nothing in 
more common than a law amending one of the codes. 

In Riviere's French Codes, Ordinary Laws, Decrees, Ordinances 
and Opinions of the Council of State {thirtieth edition, 1902), a work 
which seems to be very complete, there is no regular constitution of 
France, as we understand the name; but in its place we find "laws 
constitutional and organic." 

These were adopted in 1875, etc., after the establishment of the 
present Republic, and can be amended only by the General Assembly, 
as they themselves provide. This (Jeneral Assembly is composed of 
the two Chambers of Parliament sitting as one. 

These constitutional acts are confined to the organization of the 
Grovernment, and contain no provisions for the protection of private 
rights. 

No older constitution is printed in the work, although here and there 
among the "ordinary laws" is an extract from some ancient constitu- 
tion; among others, one concerning personal liberty and protection 
from arbitrary- arrest. 

It may be added, also, that the decisions of the French courts, as 
those of the English courtj*, refer to numerous maxims nf fundamental 
justice or of settled pi-actice in France, although it is practically true 
that French judicial decisions on points of law are mere interpretations 
and applications of Ktatut<>ry or writtm law. 

Among the French maxims referred to is the one that no person can, 
in France, sue by an authorized agent, i. e., otherwise than in pereon. 

But it is difficult to establish a negative, and it must suffice to say 
that authority to delai'e a law, legularly passed and piv3claimed, inef- 
fective has not ireen found to exist in the French courts. It may be 
added that Dounadieu might very well have resorted to an attack upou 
the validity of the special law of 1893, if such a power in the courts 
had existed; but he haj* made no suggestion of that kind. 

It is not intended by this discussion to intimate that the special law of 
1893 does violate any fundamental rights such aj^ are looked upon either 
in France or the United States as sacred. On the conti-ary, it seems 
to be defective in regarding too much the rights of individuals and in 
leaving to the admirable rules of the Code Napoleon questions which 
might, to the advantage of all concerned, have been submitted to the 
discretion of the civil tribunal of the Seine, to the ultimate, instead of 
the merely conditional or provisional, dete nil i nation of the niandataire 
of the bondholders, and to the decision of the liquidator. The winding 
up of the old company might well have been made more summary and 
more like a bankruptcy proceeding. 

As it is, under that statute the original indebtedness of the old com- 
pany remains, and will remain, entire as against it and its liquidator 
until the last franc is paid; the creditors are not all or tinally constituted 
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as a body or mass, as they are in c'ase, of bankruptcy in Fmnce; indi- 
vidual rights of action of all kinds were merely suspended and not 
melted or ended, and a host of difficulties, which one of our legisla- 
tures would probably have terminated without shocking the sense of 
propriety of American lawyers, were left to plague the tribunals. 
As an illustration, we see Donnadieu as late as 1898 undertaking to 
sue the individual stockholder«~oi the old association for the amount of 
his bonds, and it is not at all certain that the attempt was unreasonable, 

IV. But, supposing it proven or admitted that the title of the United 
States would be valid or legallj" good in itself, it is said — 

4. That, at all events, the United States would take the property as 
a trust fund, subject to the total obligations to the stockholders, bond- 
holdei-s, and the other creditors of both companies. 

So far as the stockholdei-s, the bondholders, and the other creditors of 
the new company are concerned, the ^tockhoJ-ders^ as we have seen, 
would be bound by the action of their own proper representative, the 
general meeting; as for the bondholders (leaving out of consideration 
the bondholders of the I'anania Hailroad Company, who will doubtless 
have to he considered and perhaps paid from the railroad earnings, or 
otherwiae, and the amount of whose bonds is given in the last report 
of the Panama Railroad Company, hereto annexed) (Exhibit S), there 
are no hondltolderx of the new company ; and, a* for its gen'^-al credit(»'s, 
the company being a solvent and more or less flourishing concern, in 
view of the value of the railroad property, the indebtedness to them 
is said to be and must be small. It can be ascertained and paid by the 
company before the sale is consummated, or h\ an arrangement to 
apply to it a part of the purchase money. 

As a general proposition it is not perceiied how there could be any 
law or equity for subjecting a purchaser of an article sold a.s assets of 
a failing partnership (such as the old company) to the debts of the part- 
nership. If that were the law, there would be no purchasers of such 
assets, the creditors would receive no payment of their debts out of 
the proceeds nor stockholders any dividend of a residue. 

But it does not follow that the prop&fty has not become affected by 
definite liens diminishing its value to the extent of the liens — in other 
words, that the property itself, and no longer merely the new com- 
pany or its vendee, has or will not become subjected to the equivalent 
of mortgages in favor of bondholders and creditors of the old company. 

It was accordingly deemed wise to make a careful scrutiny into all 
possible defects of that kind, especially in view of the vast amount of 
the old indebtedness, * 

These liens might be of three or more kinds— -voluntary or contrac- 
tual hypothecations or mortgages of real property; judicial hypoth- 
ecations as the result of judgments inscribed in the office of the Keeper 
of Hypothecations; and what may he called attachments or seizures 
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by way of execution of pemonal property, and seizures of realty for 
debt. 

The fact that the property, so far as it in important, is in Colombia 
and not in France, would not prevent the existence of such liens, even 
the judicial hypothecation, because it Is doubtless true in Colombia, a 
Latin countiy, as it is in France, that foreign judgments, after receiv- 
ing the sanction of the domestic courts, lead to the judicial hypothe- 
cation of real property. 

It is here again that the special act of 1893 has been, perhaps, over- 
careful of private rights or, at least, of private remedies. The Civil 
Code (sees. 311+, et seq.) provides as follows: 

2114. Hypothecation is a real right attaching to immovable property bound for the 
discharge of an obligation ; it is, in its nature, indivisible and subsists in entirety as 
to all the immovables bound, its to each one, and aa to every portion of those immov- 
ables. It follows them into whose hands soever they may pass. (Coile Civil, 1149, 
1188, 1244, 1912. 2119, 2122, 2161, 2166, 2180, 2903, 2904.) 

2116. It is either l^al, judicial, or by agreement. 

2117. The hypothecation called legal is that which results from the law. The 
judicial hypiothecation is that which results from judgments or other judicial acts. 
Conventional hypothecation is that which results from conventions, from the forms 
of documents and from contracts. (Code Civil, 2121, 2123, 2124. ) 

2118. The following only are susceptible of hypothecation; (1) Immovable prop- 
erty used in business {Us biertf immobiliere qui iionl dan» le eammerce) and their accesso- 
ries, regarded as immovable; (2) the usufruct of the same property during the time 
it continues. (Code Civil, 525 et seq., 6T8, 2125. ) 

2119. Movables, consetjuently, can not be hypothecated. 

2123. The judicial hypothecation results from judgments, whether in contested 
cases or by default, definitive or interlocutory, in favor of him who has obtained 
them. It results also from recognitions or verifications, made by judgments, of sig- 
natures placed to an obligatory undertaking unau then ticated (toua seing privS). It 
can be made use of as to the present immovable property of the debtor and as to 
that which he may acquire, except with the qualifications hereinafter expressed. 
The deeieions of arbitrators do not carry with them hypothecations, except as they 
may be supplemented by a judicial order of execution. The hypothecation likewise 
does not result from judgments rendered in foreign countries, e.reept ae them mmj have 
been declared executory hy a French tribunal; without prejudice to any contrary' dispo- 
sitions which may exist in political laws or in treaties. (Code Civil, 307, 1350, 1361, 
2114, 2124, 2148, 2160, 2168, 2428; Code Procedure, 147, 155, 193, 546.) 

2133. The hypothecation acquired extends to all the improvements made in the 
immovable property hypothecated. 

Bressolles, in a commentary on the special law of 1893, published in 
1894, under the title Liquidation of the Panama Company, refei'ring 
to the judgment appointing the liquidator and declaring the association 
to be noncommercial (it seems the tribunal of commerce about the 
same time, a few days after that decision, in fact, decided otherwise, 
but the court of appeals reversed this; Exhibit 8), says, page 24: 

To hold the Panama Company a civil company was to declare it incapable of l)eing 
declared bankrupt lenfailliie]. Its insolvency and the suspension of payment which 
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had followed put it simply in the condition of "di'cmijiture," but inl889therffC0ii^(ure 
of cif'il asHociatioiis, no more than that of individuals, had in our legal uystem any 
regulation by law. Each of the cre<titora preserved in regard lo the aswciation the 
plenitude of his rights; he had the right of individual action, not only to obtain a 
condemnation against it, but to have himself paid in full the amount of his debt out 
of the company's asaete, to the detriment of other creditors less active or less disposed 
to go to the expense of suing. 

It is in consequence of these principles that several bondholders of the Panama 
Company instituted proceedings immediately after the dissolution against the liqui- 
dator, to obtain payment of the coupons overdue and reimbursements of the principal 
of their bonds, relying for this latter purpose upon articles 1184 and llS8of the Civil 
Oode. To these pleadings the liquidator confined himself to asking a postponement 
in the discretion of the court, which was given him, but the plaintiffs gained their 
cases, and notably a condemnation of the company to a total reimbursement of the 
capital subscribed by theru. (See especially judgment of the tribunal of the Seine, 
25 June, 1890, Droll of July 4; judgment of 26 January, 1893, DroU of 29 January, 
confirmed by decree of 29 June, 1893, Droit of 1 July. ) . (See Ejchibit 10. ) 

The beneficiarfes of these decisions promptly inscribed their judicial hypotheca- 
tions [upon a building in Paris]. Certain of them even proceeded to execution. It 
is thus that Messrs. Laurillard & Fleury, who obtained the jut^ment of 25th June, 
1890, seized, after the expiration of the postponement in the discretion of the court 
[deliii de jrilfe], a sum of 15,081 francs 50 centimes in the sateoi thecoinpany. After 
fruitless resistance by way of a reference, the liquidator proceeded to contest the 
right of the plaintiff and demanded a decision affirming the nullity of the seizure as 
being made of goods legally unseizable, but he failed in his pretensions (judgment of 
the Civil Tribunal of the Seine, 9th February, 1892, Di-oit 10th February; confirm- 
ative decree of 19th JulJ, 1892, i>iw( 20th July). (See Exhibit 10.) 

And the seizing creditors appropriated to themselves the sum seized in virtue of 
the rules of the ordinary law (droit comaiun). 

Besides the judicial hypothecations, there could be {ae, in fact, there 
have been) pledged of the pei'sonal property [t)aiit(xsementii}. The 
Civil Code {art. 2071 et seq.) definea the rules concerning these. 

There is also the turning over of realty in order that the fruits may 
be obtained by the creditor {Code, 2085 et seq.); but the canal prop- 
erty, except the railroad, was not producing any revenue, and the 
railroad does not appear to have been, or to be now, in the hands of 
other than the railroad company. Besides, the interest of the canal 
company in the railroad is personal, not real — shares of stock. 

The machinery, etc., in Panama was. pledged by the liquidator to 
the contracting companies working on the Isthmus, and to some of 
these were pledged 30,500 shares of the railroad stock, but all these 
matters were settled in order to turn over to the new company the 
unincumbered railroad shares and machinery, etc., on the Isthmus. 

The liquidator gives in his reports the details, dates, and circum- 
stances of these transactions; and the personal property and plants, 
etc., at Panama, and the railroad shares, are not now affected by nan- 
tmemvnta entered into by the liquidator or old, company. 

The nantisaements or givings in pledge are by actual turning over of 
personal property and are not registered. The evidence of discharge 
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is in the office of the liquidator, and the statements in his reports have 
been verified by examining the original documents there, (Exhibits 
9, 10, 11, 12.) " 

But the question of hypothecations of the real property, say nothing 
of conventional hypothecations, remains to be discussed. 

Strange as it may .seem to iis, no allusion is made in any of the 
reports to an ordinary mortgage of the large amount of land given by 
Colombia. As a source of revenue, to enable the company to construct 
the canal, such a mortgage would seem to us very natural, but I have 
found no reason to believe that it was resorted to. The recoi-d would 
be in Panama, but it is improbable that no allusion should be made to 
this in the nmnerous statements of assets, receipts, expenditures, etc., 
if such a mortgage had existed. The payment of intei-est would seem 
to necessitate such allusions. 

This may be accounted for by the yet uncompleted condition of the 
actual transfer of lands by Colombia to the company and by the popu- 
larity of the enterprise and the ease with which, up to within a short 
time before the liquidation, it was possible to float bonds issued in 
pursuance of the by-laws of the old company, article 24, which, by the 
way, authorizes loans to be obtained on mortgage by the general 
meeting. 

An examination has been made into the nature of the bond issues 
and copies procured of the bonds themselves. (Exhibit 13.) No allu- 
sion has been found on the bonds or in accounts of litigation or 
elsewhere, to any mortgage or hypothecation of the real property 
in Panama, except two unimportant judicial hypothecations or judg- 
ments which ean be inscribed as hypothecations. (Exhibit 9.) The 
complete title to the lands, as I have said, has never really passed out 
of Colombia, the expense of getting that title put into final form hav- 
ing been one cause of the delaj'. 

The reports of the liquidator up to two yeai-s ago (Exhibit 10) set 
fovth the judgments out of which judicial hypothecations might have 
arisen, including judgments obtained in courts of Panama; whether 
all of them or not is a question which has not been overlooked. (See 
Exhibit 9.) 

.That law of 18H3 merely suspended the rights of action of the indi- 
vidual creditors and turned these rights over to the mandataire to be 
exercised. If he did not or at any time does not exercise them by wsinff 
them to oppose or affirm something, the bondholders and general cred- 
itors could or can do so, upon first demanding that he should act, and 
giving him a month in which to make up his mind. 

He and they can sue (and have sued) the liquidator. With their 
suits against third parties owing obligations to the old company we 
are not particularly concerned. But theoretically he or they could 
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make nseof the suspended proceedings, including any judicial hypoth- 
ecations, against the liquidator and the property- of the liquidation, 
while it continued to be the property of the liquidation. 
. A number of judgments were obtained, against the liquidator before 
the act of July, 1803, by bondholders who sued to recover and ob- 
tained judgment for the total of their subscriptions, coupons unpaid 
up to December 14, 1888 (date of going into liquidation), and legal 
interest. 

The number of suit« is stated, and the names of the plaintiffs, in his 
third report (Exhibit 10). These names are Joreau, Koger, Francois, 
Donnadieu and Bougaia, Debrys, Vaillant, Denovarre, Salleix-Laboige,' 
Doumic. Eighteen other plaintiffs are mentioned in the same report 
as having made the same demand, but no judgment^ had been obtained 
by them when all these were suspended by the law of July, 1893. 

In the nine suits in which judgment had been rendered, the plain- 
tiffs are all stated to have proceeded in virtue of their judgments to 
garnishee or attach property in the hands of divers persons, and 
Mademoiselle Joreau had attached unissued lottery bonds in the hands 
of the liquidator. 

From these nine judgments the liquidator appealed, but on the 
29th of June, 1893 (two days before the special law was'passed), the 
court of appeals affirmed the judgments (same report, Exhibit 10). 

It is evident that between January 26, the date of the judgment 
below, and July 1, even if the appeal had not intervened to suspend 
previous proceedings in execution and make void those subsequent to 
the notice of appeal (Beauchet, sec. lOli), it is improbable that much 
was done in Panama in the way of registering judicial hypothecations. 
After that the mandataire {for the benefit of all the bondholders) 
could cause these judgments to be made executory by Panama judg- 
ments, supposing the Colombian law to be identical with the French. 
They were Judgments and linal, since it is evident that the liquidator 
did not proceed to cassation to have them annulled. 

As these nine judgments might possibly have been fur an enormous 
amount, it was considered important to carefully examine them and 
their results. 

The real propertj- — at least that in which we are interested (there 
was some in Paris which, by suits in favor of some conti-actors, 
became affected with judicial hypothecations and was sold) — was and 
is not in Fi-ance, but Colombia. 

I append a certificate from the Register of Hypothecations of 
Panama stating that no hypothecations are of record there. (Exhibit 
14.) 

It is theoretically possible, that, before the real estate ceased to 
be that of the old company, these plaintiffs or the mandataire took 
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measures to establish judicial hypothecations under the law of Colom- 
bia, and that to the extent of the Indebtedness to them, with interest, 
the real property there and all improvements that have been or may 
be made in it, were mortgaged in this way. 1 am satisfied that such is 
not the case. {See Exhibits 0, 10, 11, 12, 14.) 

As for judgment'^ subsequent to the act of 1893. of a similar char- 
acter, it is posxtble that the luandataire, prior to the date of the contri- 
bution to the new company, took a similar course, and also possible 
that creditors, upon his failure, did the same. But the reports of the 
liquidator indicate nothing of this kind, and the comparatively brief 
interval between the appointment of the mandataire, M, Lemarquis 
(July i, 1893) and the date of the contribution (Oetol)pr 20, 1894) was 
occupied with other things. Among these, were the successful proceed- 
ings by him and the liquidator against contractors who had obtained 
money of the companj' which it was alleged they were not entitled 
to keep, and the urgent business of bringing about the establisb- 
uient of the new company, formed, not as has been said, of the same 
personnel as the old company, but partly of contractors who had 
worked for the old company and wei-e being sued as its dehtori) by its 
representative, the liquidator. With all these matters to be attended 
to, the mandataire does not seem to have had time, if he had thought 
it useful, to establish judicial hypothecations in Panama, either by 
using the judgments of the nine plaintiffs above referred to or subse- 
quent judgments based upon the like grounds of suit, prior to Octo- 
ber 21, 1894. (Same Exhibits.) 

After that time it seems clear that nothing could be done with either 
the nine judgments or any later ones, in Panama courts, for the simple 
reason that tbe liquidator and old company ceased to be the owners of 
the real propertj' there. 

There can not, of course, be created a judicial mortgage, or mort- 
gage of any kind, as to property which does not belong to the mortgagor. 

No system of law would tolerate that. 

If there are judicial hypothecations arising from judgments obtained 
in France, all the judgments that could possibly give rise to them are 
in Paris and practically all in the office of one tribunal. A careful 
intiuiry into the matter develops the fact that the judgments referred 
to, even if they all led to judicial hypothecations, are for the insignifi- 
cant total amount of about $100,000 and interest. (Exhibit 9.) But 
1 am satisfied that there are no such Hens upon real property on the 
Isthmus, except upon two buildings, and as to these buildings the 
liquidator promises that the purchaser shall in some way he given a 
clear title. (Exhibit 9.) 

The fact that the title to the laud on the Isthmus has never piimed 
from Colombia, and the absence of all allusion to a mortgage of them, 
makes it rea.-jonably certain that they are not mortgaged. 
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The potisessioii of the personal pi-opoi'ty in Panama by the new com- 
pany, which does not seem to be doubtful, which possession must be 
turned over to the United States at the time of pui^chase, is inconsis- 
tent with wm^mcjffleHfe* or pledging8,whioh imply the loss of possession 
by the pledgor. 

Two lines in the (Colombian treaty to the effect that the United States 
and the property purchased can not be proceeded against in the courts 
of Colombia without the consent of the Government of the United 
States, would put at rest all danger of litigation from those supposed 
persons who, having some technical or concealed right, which in fair- 
ness should be disclosed before the purchase, maj' possibly desire after- 
wards to bring unjust actions. Congress can at present control all 
suits again-^t the Government in the United States. In my opinion, 
however, the danger is purely imaginary. ^ 

V. The objection that the United States can not own the Panama 
Railroad Company because it is a State coi-poration does not seem to 
be very seriously relied upon. In the first place, the United States 
does not propose to become the corporation, but to purchase a large 
part of the stock already long owned by a canal company. That the 
Government can own stock in a private corporation has been frequently 
recognized by our courts. In fact, it is difficult to see why it can not 
own any kind of property it may have need of, whether individual or 
corporate. When it owns stock in a private coi-poration it puts itself 
on a level with the other stockholders and is bound like them by the 
charter. As this railroad is not in New York, but in a foreign coun- 
try, it is not a highway of New York and so a public institution of 
New York. But it is suggested that our Government contemplates 
destroying the railroad and can not do that. But even conceding that 
it could not (which is not admitted, however), there seems to be no 
probability that the Government will ever dispense with the railroad. 
It will continue to need it so long as the canal will be operated. At 
all events, it is not so obvious that it will be destroyed that a good 
title can not be taken now because that means its destruction. It may 
be necessary, as it has been, to make it deviate somewhat from its 
• present line; it may become less remunerative property; but all that 
is not material to the present question of getting a good title to some 
of the shares of stock. The French, and particularly the civil 
tribunal of the Seine, did not understand that the construction of 
the canal by the French company would interfere with the railroad, 
even as a paying concern. (Exhibit L.) 

If the ownership of the stock entails any conditions as to the con- 
tinued use of the railroad, these can be pci'formed or gotten rid of 
with the consent of the State or minority stockholdei's interested. 
I am now discussing merely the legal possibility of the Government's 
acquiring and holding the stock; and I think that is clear, 

8731-02 3 Mr,,.r, 
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VI. The objet'tioii that Congress has authorized a purchase only 
from the new company, not the liquidator of the old company, feems 
also to be unsound. 

Our Supreme Court has frequently held that a law must have a 
reasonable interpretation in view of its object and not be rendered 
abortive, if that can be avoided. 

Certainly, in view of the condition of the title as hereinbefore 
explained, the purchase will be from the new company, and the con- 
sent of the liquidator will be at most a waiver of rights as to property 
transferred to the new company," 

But, if this were otherwise, it would be unreasonable to treat the 
act of Congress as forbidding a purchase from the new company in 
which it would be necessary for the old or the liquidator to join as 
vendor. This would l>e to defeat, not to ascertain, the will of Con- 
gress, What it wants is a good title from the cvner of certain speci- 
fied property, the owner being supposed to be, and being admittedly 
in part, the new company; and it is entirely justifiable to buy fi-oni the 
owner, although the ownership should be found not to be in the new 
company. 

Whether we think it is in the new company or the old company 
seems to me, as no one pretends that it is out of both, altogether 
immaterial, since both join in the proposed sale. 

The general meeting of the new company reserved tlie right to 
ratify the sale, and accordingly it will be necessary to have further 
action by it. Whether it should effect its transfer to the United 
States through one formality or another, and what should be done as 
to the two buildings on the Isthmus affected by judicial hypotheca- 
tions, or as to tlie application of a small part of the pur<'hase money 
to the payment of creditoi-s of the new wmpany — these and other 
details of conveyancing can be considered and disposed of at the 
proper time. They in no way attect the present question. 

For the reasons I have given, I am of opinion that the United States 
would receive a good, valid, and unencunibei'cd title. 
Very respectfully, 

P. C. Knox, 
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LIST OF PAPERS ANNEXED. 



I'age. 

t 1. Objections that have been stated 37 

2. Consultation of September 1, 1902, by Masters Limbourg, Du Buit, 

Devin, Thieblin, and (iontani 38 

3. Laws of 1867 and 1893 (France) concerning companies 61 

4. Judgment of MaRih 19, 1902 (civil tribunal of the Seine), approv- 

ing liqui Jator'B consent to sale 70 

5. Judgment of Juli^ 3, 1903 {civil tribunal of the Seine), dedding 

against Duimatlieu, the bondholder, on tierce opposition 73 

6. Argument lietore court of appeals of Paris ih Donnailieu case and 

decree of that court ol August 5, 1902 88 

7. Judgment of July 3, 1^02 |civil tribunal of the !jeine), <lecidiiw 

a^net Sautereau and ceiliticat*: of an attorney that he did not 
appeal within two months .' 95 

8. Jutlgment of March 8, 1889 (couri of appeals of I'aris), declaring 

the civil character of the old Panama Canal Company 98 

9. Certifictites of August 21-30, 1902, by the liquidator, conceming 

judicial and other mortgages, ple<lge» of personal property, and 
liens in general 103 

10. Extracts from reports of the liquidator, showing litigation in 

France and Oilombia, pledges, settlements with contractors, etc. 115 

11. Judgment of July 26, 189-( (civil tribunal of the Seine), deciding 

against Mile. Joreau 142 

12. Evidence as to pledges of Panama Railroad shares 143 

Includes: 

Certificate showing payment of dividends. 
Agreement of April 27, 1895. 
Agreement of March 24, 1900. 

Ratification of the agreement of March S4, 1900, by stock- 
holders' meeting of the new company. 
Judgment approving the agreement of March 24, 1900. 

13. List and specimens of bonds 151 

14. Certificate of August 21, 1902, by the roister of documents at 

Panama, stating no mortgages against the New Panama Canal 
Company 157 

A. Extract from treatise on commercial law 157 

B. Special act of July 1, 1893 (France), relative to the liquidation of 

the old Panama Canal Company ,, 158 

C. Concession of 1878 (Colombia) and extensions 161 

D. Evidence of payments to Colombia since December 31, 1893 177 

E. By-laws of the old Panama Canal Comjiany 178 

F. l^aw of June 8, 1888 (France), authorizing the Old Panama Canal 

Company to issue lottery bonds 193 

6. Judgment of December 15, 1888 (civil tribunal of the !Seine), 
appointing provisional administrators of the old Panama Canal 

Company 194 

H. Judgment of February 4, 1889 (civil tribunal of the Seine), dis- 
solving the old Panama Canal Company, and appointing a 

liquidator 106 

I. By-laws of the New Panama Canal Company 198 

J. ^tinutes of the ot^nization meetings of tSe New Panama Canal 

Company 212 

K. Judgment of June 29, 1894 (civil tribunal of the Seine), approving 
contribution by the liquidator to the New Panama Canal Com- 
pany 225 

35 
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Exhibit L. Juiltfinent of August 8, 1894 (civil tribunal of the Seine), deciding 
against various tierco oppositions asking to have set asiiit the 
judjiiiieQlB of June 20, 1894, approving the contrilmtion by the 
liquidator to the new company 232 

M. Report of October 8, 18S4, by coniiniwiaires appointed by the New 
Panaiim Canal Company to A'fllue the eontribationa made to it 
by the liquidator 245 

N. First and last reports (1895, 1901) of thecoiuiril of administration 



of the New Panama Canal Com] 



ipany.. 



O. Judgment of August 2, 1901 (civil tribunal of the Seine), author- 
izing the liquidator to consent to arbitration 275 

F. Resolution of December 23, 1901, of the council of adminisb^tion 
of the New Panama Canal Company, to agree to arbitrate with 

the liquidator '. 278 

Q. Agreement of December 24, 1901, r^carding arbitration 278 

R. Award of arbitrators, February 11 , 1902 280 

S, Last report (1901) of the board of directors of the Panama Railroad 

Company ■. 287 

T. Official proposal of sale to the United States 309 

U. Opinion of Maitre Dubint as to judgment creditors of the old 

Panama Company 311 

V. Opinion of M. Waldeck-Rousseau as to the objections to the title 

proposed to be given to the United Stales , ., SiS 

NOTE. 

BewideB the papers hereto api>e!ided, Ibere were brought from Paris, among others, 
the following doi'uments, which have been caretully examined, with a view to dis- 
covering any objections to the proposed title, but wfiicli it is deemed unnecessary to 
translate or print; 

(a) Evidenceof payments to Colombia up to December 31, 1893. (For subse- 
quent payments, see hxhibit D above.) 

(6) Do'cumentof August 19, 1876, constituting the International Interoceanic Canal 
Company (original company). 

(c) Tiinsferof concession July 5, 1879, by the original company to the old Panama 
Canal Company (now in liquidation). 

{d) Last reports (1887-ft8) of the council of administration of the old Panama 
Canal Company. 

(e) Report ol February 2, 1889, of the provisional administrators of the old Piuuuna 
Canal Company. 

{/) Judgment of February 13, 1890 (I'ivil tribunal of the Seine), appointing M. 
Monchicourt coliquidator with M. Brunet. ' 

ig) Judgment of March 8, 1890 ( civil tribunal of the Seine), accepting resignation 
of M. Brunet, anil continuing M. Slonchicourt as sole liquidator. 

(A) Judgment of July 21, 1893 (civil tribunal of the Seine), appointing M. Gau- 
tron coliquidator with M. Monchicourt. 

{') Judgment of July 1, 189.1 (i-ivil tribunal of the Seine), appointing M. Lemar- 
quis mandataire of the nondliolders. 

(j) Judgment of February 18, 1889 (tribunal ot commen*) , holding that the old 
Panama Canal Company was of a commercial character. 

(jt) Certificate showing subscription of 60,000,000 franc-s of the capital stock of the 
New Panama Canal Company. 

(I) Judgment of January S, 1900 (civil tribunal of the Peine), appointing M. 
Navarre temjMirary administrator ot the New Panama Oanal Company, and evi- 
dence of his discharge December 27, 1900, and of the election of a new comicil of 
administration. 

(m) Reports (189G-1900) of the iwuncil of administration ot the New Panama Canal 
Company. 

(n) Panama Railroad Company: Charter; by-laws; concession of 1887 from Colom- 
bia; list ot directors and officers; certiflcateshowingamountot capital; report of the 
board of direct'irs (1900). (All in English.) 
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OBJECTION'S THAT HAVK BEEN STATED. 

1. That the obligation of the new company growing out of the'con- 
tribution of the canal is such that the cooipany not being bankrupt, 
but a going concern, clainiihg to be able to complete the canal, that 
company can not free itself from the obligation by selling the property. 
It must have been contemplated that the company would spend in the 
completion of the canal $150,000,0110 or more, and that the completed 
canal would pay large dividends and thus give the stock and bonds of 
the old company large value. 

2. That under the principles of law recognized in America a corpo- 
ration chartered to carry on a work of national interest can not transfer 
the whole of its property and rights to any one. The same principle 
is supposed to .apply to French coi-porations chartered to canyon 
such affairs in France and the principle is supposed to extend to this 
canal, although not in France. 

3. It is claimed that the lottery bond law requiring materials for the 
canal to be obtained in France, either shows that no sale to the United 
States could be made under the law of France or only a sale subject to 
that requirement. 

1. That the new company is simply the old one reorganized and, 
thercfoi'e, upon principles of law recognized in America, has all the 
obligations of the old one and can not gi^e any title free from those 
obligations, especially to the purchaser of the' whole of its property 
and rights. 

5. 'fiiat the French court has no jurisdiction to authorize a solvent 
company to sell all of its property in violation of the existing agree- 
ment to construct the canal, and the liquidator can not enter Into a 
contract by which the whole nature of the original contract of contri- 
bution is changed, and the French court has no jurisdiction to authorize 
him to do so. 

6. If the United States should purchase the property of the new 
company charged as it is with a trust, being the old company reorgan- 
ized, suit could be brought in the United States by the cestuis que 
trust, and under "Thomas r. K. R,," 101 U. S., etc., the sale would be 
treated as void because ultra vires, and the property taken to satisfy 
the trust. (Central Transportation Company v. Pullman Palace Car 
Company, 139 U. S.. !>4; Railroad r. Hooper, KiO U. S., 514.) 

7. The Panama Railroad Company being a New York corporation 
the Government of the United States can not become its owner for 
similar reasons. 

8. The new company can not sell without the consent of the French 
Government, the entei-prise being national. This national chai-acter 
is shown by the declarations of Colombia in its concession that the 
canal and railroad are of public utility, and the following in article 18 
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of the canal concession, "Aa this enterprise is essentially international 
for public utility, it is understood that it shall be always kept free 
from political influences." 

9. "In taking over a -corporation, if such a thing can be done, we 
take over the property subject to all encumbrances and become bonnd 
to execute all its agreements," 

10. The contract of the liquidation for the stockholders and bond- 
holder of the old company with the new company to pay for their 
benefit 60 per cent of the net pi-ofits of operating the canal, fixed in 
them a vested right to these net profits that no court and no legisla- 
ture could violate. (Bedford v. Building and Loan Association, 181 
U. S., a27.) 

11. In Railroad v. Chicago Railroad Company (163 U. S., 581), the 
Supreme Court say: " Railroad corporations possess the powers which 
are expressly conferred by their charters, together with such powers 
as are fairly incidental thereto, and they can not, except with the con- 
sent of the State, disable themselves from the discharge of the func- 
tions, duties, and obligations which thej' have assumed" (citing 
Thomas v. Railroad Company, 101 U. S., 71). 

12. An honest debt is never extinguished until it is paid, and we 
can not place our feet in the shoes of the Panama Canal Company and 
take over this property without first being satisfied that this debt is 
paid, or that it nas been released by the bondholders and stockholders 
of that companj'. 

13. Further, it is feared in a genei-al way that the property in the 
hands of a purchaser will be liable, or the purchaser will be liable, to 
indefinite claims, liens, and demands of bondholders, stockholders, and 
creditors of both companies, 

14. It is said that the law of Congress aiithorizes a purchase from 
the new company and that the property has become again, owing to 
the recent agreements between the liquidation and the new company, 
the property of the old company or liquidator. 



EXHIBIT 2. 



The undersigned, advocates of the couit of appeals of Paris, being 
consulted, in view of divers objections made in America to the project 
of cession of the Panama Canal by the new company to the Government 
of the United States, upon the following questions: 

1. Has the new company a certain and absolute title of ownership 
to the concessions, the works of the canal, and all the other properties 
which it is proposed to sell and transfer fej the United States? 

2. Has it the power to make that sale and transfer? 

3. Is it, from any point of view, a reorganization of the old com- 
pany? 

4. Are the properties which it has acquired from the old company 
burdened, since the contribution, with the debts and charges of the old 
company; is it, in any manner whatever, bound by those debts and 



5. Is the old or the new company a national company, with the conse- 
quence that this national chai-acter restrains or diminishes the right 
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of ownership, of administration, and the power of sale of the proper- 
ties of the oompany i 

*>. Have the iweiit agreement)* between the new company and the 
liquidator (Ueceml>er M, IStol) and the judicial pi-oceedures affecting 
them, by which the liquidHtor ha^j wmipromised with the new com- 
pany as to the conti-actual o))ligations contracted by the latter toward 
the Wmer in the temis of theoriginalcontributioneontract, invalidated, 
or changed in any way whatever, the title of the new company acquired 
by the original contribution, and had the liquidator the capacity to 
conclude that agreement of the ^4th of December, 1901 ? 

7, Does the aw of June 8. 1888, extend to the new company and 
bind it? Will that law extend to its vendee and bind it? 

8. Does there exist in France a jurisdiction having competence to 
re\ife the acts of the legislative power; eapeciaMv can the law of 
July 1, 18i)3, be declared void by anj- jurisdiction wWtever'S 

Considering the questions submitted, together with all questions of 
law that can arise trom the project of cession, involved in a study of 
the following three pointy: 

1. Constitution, nature, and legal existence of the New Panama 
Canal Company. 

:i. Existence and extent of its right of ownership over the prop- 
erties which it is proposed to cede. 

;■{. Existence and extent of its right of disposition as to those 
X>ropeiiies: 

It being proper, withoi:t regard to the order of the questions sub- 
mitted, to proceed to a methodical and complete study of those three 
jwints, ana afterwai-ds i»riefly to discuss the statements made in the 
course of that study, and tlic conclusions to be drawn from them 
which respond to the questions submitted, give the following opinion: 

Chapter I. 



The New Panama Canal Company was constituted definitively on 
October 2*1 1894. 

By the tenns of its by-laws, tiled with Messrs. Lefebvi-e and Cham- 
l>etier de Kibes, notaries at Paris, the 2fjth of June, 1894, it is an 
anonymous conmiercial companv governed bv the laws of the 24th of 
July, 1867, and 1st of August, i8(t3 (ai-tiole 1 of the by-laws). 

In France anonymous commercial companies fonnerly i-equired an 
authorization by the Government under article 37 ot the Code of 
Commerce. 

But this article was abrogated by the law of the 24th of July, 1867 
{article 47), and article ai of the same law provides that "in future 
anonj'moiLs companies can be formed without the authorization of the 
Government." 

Since then anonj'mous companies have been constituted freely in 
Fmnce, without any inteiTention of the public authorities, by means 
of the mere agreement of parties and the fulfillment of legal formali- 
ties, namely, 

The by-laws of the companj' which form the compact are first 
established thereby or by the founders of the company. 

Then if a stock company is in question, there is an emission of shares 
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of stock representing the capital; the company can not be constituted 
until after the subscription of the total capital and the payment by 
each stockholder of the fourth at least of the shares by him subscribed 
(articles 1 and S-t, law of July 24, 1867). 

This subscription and these payments are showo in a declaration 
made by the founders of the companyin a notarial document {articles 
1 and 24, law of July 24, 1867). 

A meeting, called the first general constitutive meeting, to which 
are called all the shareholders, is convoked to establish the subscription 
and the payment of one-fourth and to name commissaires charged to 
make a report upon the contributions which do not consist of money. 
(Articles 1 and 34, law of July 2i, 1867). 

A second meeting, called the second general constitutive meeting, 
is afterwards convoked to hear and approve the repoi't of the commis- 
saires charged with verifying the contributions and to name the tirst 
administrators. (Article 25, law of July 24, 1867.) 

The company is at this moment definitively constituted; no more 
remains but to fulfill the formalities of publication required by article 
35 of the law of July 24, 1867, namely: 

Deposit in the clerks' ofGces of the tribunal of commerce and of the 
justice of peace of thfc place in which the company is established of a 
copy of the constitutive document, to which are annexed a copy of the 
notarial document showing the subscription and payment of one-fourth, 
a copy of the minutes of the deliberations of tne genei-a! constitutive 
meetings, a list of the names of all the stockholders of the company. 

Finafly, a copy of the constitutive document and of the papers 
annexed is published in the newspapers designated to receive legal 
announcements. (Article 56, law of July 24, 1867.) 

These different formalities are to be fulfilled within a month of the 
constitution of the company. 

The French Government remains a complete stranger to the forma- 
tion of companiae. It is thus that the New Panama Canal Company 
has been freely constituted, without the Government's intervening in 
any way in its formation. It has not been the subject of any special 
law, and it has not had the benefit of any favor or any patronage of 
the state. 

This abstention does not appear only from the condition of the legis- 
lation. It is put in relief by certain significant documents and under 
solemn circumstances which it is not without interest to mention. 

Already in 1880, a short time before the constitution of the Uni- 
versal Company of the Interoceanic Canal, the French Government, 
by a letter of its diplomatic representative in the United States, dated 
March 22, officially declared to the Secretary of State of the United 
States "that it wps not in any manner interested in the enterprise and 
that it did not propose to intervene in it or give it any support either 
directly or indirectly." (See opinion, Sullivan and Cromwell.) 

Later, the Government anew exhibited in a manner more clear, at 
the time the law of July 1, 1893, conceniing the ]i<iuidation of the 
Universal Company of tFie Interoceanic Canal was under discussion, 
that it intended to remain a total stranger, in the future as in the past, 
to the enterprise of the Panama Canal, an enterprise which it consid- 
ered as one of pure and simple private concern. 

Thus, in the session of March 4, 1893, of the Chamber of Deputies, 
M. Deloncle having proposed an amendment to article 10, M. Bour- 



■,enOO^[C 



PANAMA CANAL TITLE. 41 

geois, keeper of the seals, minister of justice, opposed that amendment 
aB indicating a line of conduct to the liquidator, saying: -"The Gov- 
ernment and the public authorities have declared that they do not wish 
to take any responsibilitv in this matter " (that of Panama), and adding, 
with the assent of the Chamber, ''If the amendment of M. Deloncle is 
adopted, we depart from the attitude which the Government has con- 
tinually followed up to the present." (Goodl good!) (Official Journal 
of March 5, 1893, p. 846.) 

Thua, again, in the same session, M, Viette, minister of public 
works, opposing a motion presented by M. Moreau, looking toward 
the formation of a commission of verification b\" the ministry of public 
works, said, with the same assent: 

" I shall not constitute a commission in the name of the Government, 
because the Government should remain a total stranger to the Panama 
matter" (Goodl good!). (Official Journal of March 5. 1893, p. 847.) 

There is, then, but an examination to be made.to learn whether the 
new company, at the time of its formation, conformed to all the pro- 
visions and formalities required, and whether, consequently, it was 
regularly constituted. 

The legal conditions set forth above have been fulfilled, as follows: 

1. The by-laws of the company were drawn up in a notarial docu- 
ment in the presence of Masters Lefebvre and Champetier de Ribcs, 
notaries at Paris, the 2tjth of June, 1894. 

2. A public subscription of 60(t,0lXI shares, forming the money cap- 
ital of the company (the 50,000 others being set apart to the Govern- 
ment of Colombia), was i^ened on the 22d of September, 1894, and 
completely subscribed. The fourth part of this subscription was jiaid 
in by each shareholder. 

3. The declaration of the subscription of the capital and payment of 
one-fourth was received by Masters Lefebvvc and Champetier de 
Kibes, notaries at Paris, on June :i9, 1894. 

4. The first constitutive meeting, held October 4, 1894, recognized 
the genuineness of that deelanvtion and selected comniissaires charged 
to appraise the contributions made by M. Gautron. 

5. The setwnd general constitutive meeting, held October 20, 
approved the report presented by the commissaires and appointed the 
first administrators. 

At that moment the company was definitively constituted. 

Finally, to make sure that the formalities of legal publication were 
carried out, it suffices to refer to the journal of legal announcements, 
"Les Petites Affiches," No. 730, October. 1894. 

Thus is estiiblished in a manner Ijeyond doubt both the commercial 
character (altogether private) of the New Panama Canal Company and 
the regularity of its constitution of date October, 1894. 

Since that date its existence has continued without any interruption 
or change, and the company is at present in possession of all its powers 
and juridical rights. 

The incident of the appointment of M. Navarre as provisional 
administrator in 1900, which may be misunderstood in the United 
States, merits an explanation of its true character and its lack of all 
importance. 

In Februarj-, 1900, the members of the council of administi-ation, 
disagreeing in opinion, resigned in a body, and, not to leiive the com- 
pany without regular representation and direction, asked the tribunal 
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of commerce to appoint a provisional admin i^trator charged with con- 
voking the genei"al meeting of stockholders to elect a new council. 

It was on this initiative that M. Navarie was appointed, and not on 
the intervention of creditors or stockholders, nor by the spontaneous 
action of the judicial authority. This appointment did not imply, 
then, in any way, the suspension of the life of the company. (8ee judg- 
ment of February 5, 1900.) 

M. Navarre made haste, conformably with his pui'ely provisional 
and tentative commission, to convoke the general meeting in oider 
that it might elect a new council. 

And this council having been elected, he made report to it of his 
administration, and his commission wa^ at an end, and this incident, 
wholly within the company, which had given occasion to his appoint- 
ment, was closed. 

The proceeding taken in that matter is of 'frequent use. It is taken 
whenever a council «f administi-ation considers it its duty to retire 
spontaneousl3' in the coui"se «f company transactions. 

Ohaptek II. 

EXISTENCE AND EXTENT OF THE RIGHT OF OWNERSHIP OF THE NEW 
CX)MPANY AND THE PROPERTIES WHICH ARE TO BE THE SUBJECT OF 
THE CESSION. 

The right of ownership of the New Panama Canal Company as to 
the concession of the interoceanic canal and the other piopeities which 
it is proposed to cede to the Government of the United States is no 
less cleai: than its own existence. 

This right results from the contribution made to it by the liquidator 
of the Universal Companj' of the Interoceanic Canal when tne new 
company was constituted. 

^\ e have to dwell upon this contribution for the reason that the 
greater part of the objections we are to examine are derived from a 
misconception of its regularity, its character, its extent, and its effects. 

This contribution, which is no other than a sale, was made by M. 
Gautron, liquidator of the Universal Company of the Intei-oceanic 
Canal, to the New Panama Canal Company, in the following terms. 
{Article 5 of the by-laws.) 

Three questions can be stated apropos of the contribution thus 
made: 

1. Had the liquidator the power to make it? 

2. Has it been regularly made? 

3. What are ita effects? 

1. Question. Had M. Gautron, liquidator of the Universal Company 
of the Interoceanic Canal of Panama, the right to make to the New 
Panama Canal Company the contribution of the greater part of the 
assets of the Universal Com\janj'? 

To clearly decide this question it will suffice to state with precision 
the facts and applicable principles. 

The dissolution of every company' leads necessarilj' to the settlement 
of its affairs. It is this settlement, preliminai'y to a distribution, 
intended to prepare for one and to lead to one, bj' assuring the realiza- 
tion of the company assets, which essentially constitutes liquidation. 
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During this settlement the aocial being continues to exi^st. It sur- 
vives for the requirements of liquidation. (Paul Pont, Trait^ des 
Soci^t^a. No. 1930 pt seq.; Vavasseur. Traits des Soei^tes, No. 246; 
Houpin, Trait*! des Soei^tif^s, No. 203; Cassation, Mav 2y, 1865; Sirev, 
1865, 1. 325. See also Cassation, Julv2T,1863. Sirev, 63, 1, 457; Febru- 
ary 8, 1868, Dalioz, 1868, 1, 225; December 2-2, ISS's, Dalloz, 69, 1, 156; 
March 23, 1870, Dalloz, 70, 1, 1415; March 6, 1872, Dalloz, 72, 1, 169; 
February 8, 1875. Dalloz, 75, 1, 308; May 17, 1877, Sirey, 77, 1, 356; 
August 16, 1880, Dalloz. 82, 1, 80; December 18. 1883, Sirey, 1886, 
1, 27; March 11, 1894, Dalloz, 84, 1, 199; December 2, 1885, Sirey, 
88, 1, 331; January 13, 1892, Sirey, ^2, 1, 10(i; May 24, 1892, Sirey, 
92, 1, 469.) 

These arc assured principles. 

But who is to make this settlement? Who will represent the social 
bodv while it is going on? 

Who, in other words, will be the liquidator? The French legisla- 
tor h&s not established rules to govern the conditions of liquidation; 
"he has referred to the condition of liquidation in several texts." 
(Code of Commerce, article 64; law of 1867, article 67.) He has not 
regulated it or even defined it in any. Consequently, in default of 
legislative provisions, it is from practice, genei-al principles, decisions 
of the courts, that we must ask the solution of the numerous difficul- 
ties to which the business of liquidation gives rise. (Pont, No. 1934.) 

''Being a mandataire (agent) of the company, which he rcpi-esents in 
the interest of the members, the liquidatoi' ought, in principle, to be 
appointed by them," (Pont, No. 1. 937.) 

No difficulty arises if the original company agreement designates or 
permits to be designated the liquidator, or if the niembei's are in 
accord in choosing one. 

But if the,y ai-e too numerous to act themselves and do not get into 
accord, there is litigation, and then it is neccssarih' requisite to apply 
to public justice— to the tribunals — the civil tribunal if a civil com- 
pany is in (question, the commercial tribunal if a commercial company 
IS in question. (See Pont, No. 1942; Houpin, No. 205, and authorities 
and deci"ees cited.) 

The tribunal thus acquiring possession of the matter becomes sub- 
stituted for the members; it acts in the plenitude of their righte; it 
can then confer upon the liquidator all the rights that the circum- 
stances seem to I'equire him to have and the original company agree- 
ment permits. 

Besides, although appointed by a court, the liquidator is none the 
less the representative of the company in the interest of the at^sociates, 
responsible with regard to them for the execution of his commission 
anct free to act, under that responsibility, within the limits of his 
powers, with the right, upon occasion, to ask to have those enlarged 
by the tribunal from whom he obtains them. 

As for the powers of the liquidator, it can be laid down as a general 
proposition that, in the absence of special provisions or express leser- 
vattons, they extend to all acts, to all operations that may be necessary 
for the settlement of the affairs of the company. (See Paul Pont, Traits 
des Soci^t^s, Nos. 1934, 1952, et seq.) The meai<ure of those poweiis 
is obtained from the object he is charged to accomplish. 

Consequently he has not merely the power of conducting the busi- 
ness of the company. He has and should have the power of disposal, 
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for that power is necessary to reach a lealizatioD of the assets and a 
payment of the debts, which it is his business to accomplish. He can 
alienate, and alienate even the immovable property of the company, at 
least where there is no prohibition against that in the by-laws or in the 
terms of his appointment. {See Pont, No. 1957; Houpin, No. 208; 
Cas., July 24,;1871; Sii-ey,_ 1871,1, 47.) 

Judicial decisions recofjnize, moreover, his power to realize the com- 
pany assets .by means of a contribution en bloc to a new company. 
(SeeCas.,Mav 12,1896; Off. Houilleres des Rives deGieretHouiller'es 
de St. Chainand. Revue des Soci^t^s, 1896, 1, 356.) 

These pnnciples having been established, let us turn to the facts: 

The Universal Company of the Interoceanic Canal was constituted 
on the 3d of March, 1S81, under the anonymous form, with a capital 
of 300,000,(100, according to the by-laws received by Masters Cnam- 
petier de Ribes and Mavot de ia Querantonnais, notaries at Paris, the 
aoth of October, 1880. 

On the 14th of December, 1888, it suspended payment and asked the 
tribunal to appoint provisional administi-ators. 

Appointed, these administrators called the stockholders to an exti'a- 
ordinary genei-al meeting for the 26th of January, 181>9, in order to 
take such measures as the situation of the company required; that is 
to say, to declare its dissolution and arrange for its liquidation. To 
make sure of the quorum necessarv to the valid constitution of that 
meeting, that is to say, the one-half of the capital, making use of the 
power given them by article 69 of the by-laws, the provisional admin- 
istrators called to the meeting the owner of even a single share and 
gave to their call all desirable publicity. (See first report of Monchi- 
court, pp. 27 to 30). 

Notwithstanding these etfoits, the extraordinary general meeting 
could not be regularly constituted, the half of the capital not being 
found represented. 

However, the meeting, such as it was, manifested its wishes by 
adopting the following resolution: 

"Third. The meeting, while it can not delibei-ate, announces the 
desire that the Universal Company of the Intei-oceanic Canal of Pan- 
ama may be dissolved, that a liquidator may be appointed, with the 
most extensive powers to make any contract, cede part or the whole 
of the present company's assets, by way of contribution or otherwise, 
to a new company, for the l>est interests of the company, and that 
M. Brunei may be chosen as liquidator, with the power to ask in the 
proper place for the addition of one or raore other liquidators." 

It was in these circumstances that, the meeting of stockholders not 
being able to constitute itself, the Universal Company being conse- 
fiuently unable to act itself and to take the measures which the situa- 
tion demanded, that is to say, to dissolve itself and put itself in the 
condition of liquidation, cei'tain of the stockholders asked the civil 
tribunal of the Seine, confonnably to ai-ticle 37 of the law of July 
24, 1867, to pronounce the dissolution and the placing in liquidation 
of the Univei'sal Company and the appointment of a liquidator for it. 

In this state of affairs, by a judgment of February 4, 1889, the tri- , 
bunal pronounced the dissolution and the placing in liquidation of the 
company, and named M. Brunei liquidator, "with the most extensive 
powers, especially to cede or contribute to a new company the whole 
or part of the company assets, to make or ratify with the contractors 
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for making the Panama Canal anv agreement having in view the con- 
tinuation of the work, and, with this end, to issue any bonds and make 
any phidges of peisonal property." 

This judgiiii^nt was, in substance, but the earning out, in spirit and 
almost in language, of the resolution which the meeting of January 26, 
powerless to validly delibemtc, had passed under the form of an expres- 
sion of desire. 

Thus the powers given to the liquidator, Brunet, cleai'iy cany the 
general right to alienate the company assets, and especially the right 
to alienate them by way of contribution to a new company- 
Then we know now tnese powers were transmitted to SI, Gautron, 

We know, that is, how M. Monchieourt waa named on March 8. 
ISyO, as liquidator in place of M. Brunet, who had resigned; how 
M. Gautron was joined with M. Monchieourt as coliquidator on July 
l31, 1893; how, finally, M. Gautron has remained since that date sole 
liquidator of the Univei-sal Company — alwaj-s with the powers con- 
ferred by the judgment of February 4, 1889, 

Undoubtedly this careful explanation suffices to set at rest all doubt 
of the power and the rights of Liquidator Gautron. 

But this is not all. 

This power of the liquidator, this ri^ht to cede, has been sanc- 
tioned by the highest power we recognize in France, the legislative 
authority. 

And this brings us to speak of the law of July 1. 1S93, concerning 
the liquidation of the Universal Company of the Interoceanic Canal of 
Panama. 

That law, passed by the Chamber of Deputies at its sessions of the 
2d and 4th of March, 1893, adopted with amendments by the Senate 
on May 21*, 1893, returned to the Chamber and passed by it as it came 
from tne Senate on the 29th of June, 1893, was completed by its pro- 
mulgation on July 2, 1893, conformably to the provisions of tne decree 
of 5th and 11th of November, 1870, concerning the promulgation of 
laws and decrees. {Article 1, Civil Code.) 

Its authority bindw all; no one can contest its legality; our constitu- 
tion does not contain a power analogous to that of the high court of 
the United States. Only the legislative power can with us revise a 
law regularly passed and jjroclaimed. 

We Know under what circumstances that law of July 1, 1S93, was 
passed. 

The I'^nivei'sal Compan}' of the Interoceanic Canal of Panama has 
assumed the anonymous commercial form, but it was a civil company 
bv reason of its object, and its fomi could not put out of sight that 
ciiamcter, as our legislation stood prior to August 1, 1893. It was 
only at this last date that a new law decided that the anonymous com- 
mercial foiiu carried with it the commercial character of even com- 
panies civil by their objects. 

The civil tribunal of the Seine was right in recojfnizing that civil 
character in its judgment of February 4, 1889, naming >f Brunet as 
liquidator. 

And the court of appeals of Paris, getting possession of an appeal, 
not from the decision of the civil tribunal, but from a judgment of the 
couimercial tribunal of the Seine of February 18, 188!t, denying that 
character, recognized and formally declarecf, in its turn, liy decree 
of March 8, 1889, that the Universal Company of the Interoceanic 
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Canal of Panama constituted a civil company. (Paris, 1 eh., March 8, 
18S9, Receuil de Sirey, 1889, 2, 225.) 

The rules concerning the liquidation of commercial companies differ 
from those applicable to civil companies. They render the former 
liquidation more easy and rapid by simplifying the operations, and are, 
from that fa<;t, more favomoie to the interest invofved. The state of 
the law did not in 18i*3 permit the liquidation of the Panama Company, 
a civil company, to have the benefit of these rules, and the great value 
of the enterprise, the enormous number of the shareholders, bond- 
holdei-s, and creditors, caused this legal impossibility to be regretted. 
This gave rise to special measures for an exceptional situation, and a 
special law arranged, upon fixed lines, the liquidation of the Panama 
Company. 

This law, asked for by the liquidator, M. Monchicourt, from 1892, 
the subject of bills intioduced by individual members (those of Kaniel 
and Roger de TAube), submitted finally by the Executive to the 
Chamber of Deputies on the 30th of February, 1893, and adopted by 
the Chambei" and Senate, with some modifications, is the law of July 1, 
1893. ■ _ 

After having, by a happv borrowing from the law of bankruptcy, 
suspended by its first artiofe all suits begun by bondholders and other 
creditors of the Universal Company, whether against the liquidator as 
such, against the administrators to enforce their responsibility, for 
restitution against outside parties, or any other kind, as well as the 
proceedings for preservation or execution against the properties of 
the company, this law treats, under two difi'erent heads, of — 

1. The liquidator. 

3. The mandataire of the bondholders. 

The title treating of the liquidator regulates for the best interest 
of all the two important opei-ations belonging to him — idealization of 
assets and distribution— placing the former under the authority and 
control of the civil tribunal of the Seine. 

It is thus worded: 

"Article 10. Every act of realizing assets, every contract carrying 
a cession or contribution of the whole or part of the company assets 
performed by the liquidator of the Universal Company of the Inter- 
oceanic Canal of Panama, shall be submitted to the approval of the 
civil tribunal of the Seine, which shall decide in public session, after 
a report by one of the judges. 

'"Article 11. Every ludgment of approval rendered in pursuance of 
the preceding article shall be published within ten days in the Official 
Journal and the Official Journal (Commune edition). 

"It may be attacked bv tiei-ce opposition within not to exceed one 
month after the publication, by the stockholders, by the mandataire 
of the bondholdeis, and by the other creditors of the company. The 
tribunal shall decide summarily within a month. The appeal must be 
interposed within ten days from the notifi<ation of the judgment to 
the party personally or at his domicile." . 

Is it not evident that in providing for and submitting to the approval 
of the tribunal by these articles "contracts carrying a cession or con- 
tribution of the whole or part of the company assets, made by the 
liquidator of the Universal Company of the Interoceanic Canal," the 
legislator has recognized and in some sort consecrated, although that 
was not necessary, the power and right acquired by the liquidator 
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under the general rules of law, expressly lefeiTed to in the decisions 
of the courts investing him with his functions, to alienate the coni- 
pany assets by way of contribution to a new company 'i 

Thus, principles, the act of appointment, finally the special law, affirm 
the power and the right of M, Gautron, and legitimize his interven- 
tion in the constitutive agreement of the New Panama Canal Company, 
for the purpose of contributing to that company part of the company 
assets of the Universal Company. 

M. Gautron had, then, the power to make the contribution which he 
did make. 

In the title treating of the mandataire of the bondholders, the act of 
July 1, 1893, provides for the protection of the most interesting credit- 
ors of the Universal Company, the bondholders, during the course of 
the liquidation of the said company. 

On one hand, it gives to the mandataire alone the rights of action 
belonging to the bondholders, and it accords to this mandataire, for 
that purpose, the benelit of judicial assistance. 

On the other hand, it leaves to all and to each of the bondholders the 
right to intervene in the proceedings instituted by the mandataire and 
to institute all proceedings, in case the mandataire, having been noti- 
fied to proceed and given time for that purpose, neglects or refuses to 
do so. 

Finally, it recognizes in the mandataire alone the right to proceed 
to execution in case of judgments in favor of the bondholders, even 
when they have acted ui)on his default, and individually obtained 
judgments. But it provides at the same time that the mandataire 
shall pay over to the liquidation all sums he may receive, and leaves 
the bondholders, taken singly, the right to produce their claims before 
the liquidator and receive directly all dividends which may be coming 
to them. 

Thus all dangers are provided against, it should be noted, without 
the bondholders, to whom the most effective aid and protection are 
afforded, being deprived of any advantage^ they are merely prevented 
from establishing, contrary to the natural law of equality, and we 
may say, contrary to the most elementary equity, a situation of indi- 
vidual prefei-ence to that of the mass of bondholders, bj" executing 
for the exclusive benefit of some, judgments which they may obtain 
and by which all ought to [irofit. 

It may be drawn from this part of the law of July 1, 1893, that all 
alienations consented to by the liquidator, with the approval of the 
tribunal, are definitive and can be set up against all creditors, pei-sons 
in privitv and stockholders of the Univei'sal Company. All rights of 
these diAerent kinds of persons as to the assets of the Universal Com- 
pany are irrevocably concluded by such an alienation. Their rights 
no longer exist except as against the liquidator and only as to the 
products of the liquidation. 

SECOND (JUESTIOX. 



M. Gautron, having power to make the contribution, as we have 
demonstrated, it only remains to sec if he has done so in conformity 
with the formalities prescribed by the law of 1893. 
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Has the liquidator fisked and obtained the approval required by that 
aw; is the judgment of approval detiiiitivei 
This appi'o^'al wan given ny the civil tribunal of the Seine by jndg- 



; is the judgment of approval definitive; 
his appi-o^-al wan given ny the civil tribunal of the Seine by j 
inent of June •2{). 1894, copied by Messrs. Sullivan & Cromwell as an 



exhibit to their brief, pages 165 et seci- 

The judgment of approval was published pursuant to article 11 of 
the law in the Official Journal, and Official Journal (Commune edition) 
in the issues of July 1, 1894. 

The judgment was attacked by divers tierce-oppositions pursuant to 
the text oh said article 11. 

The civil tribunal of the Seine, deciding upon these tierce-opposi- 
tions, declared them without just foundation by a judgment of August 
8, 1894, upholding in all its terms and provisions the judgment of 
June 29, 1894. 

Finally, no appeal having been taken from the judgment of August 
8, 1894, within the time allowed by article 11, that judgment has 
passed into res adjudicata, and the appro*"al given by the judgment of 
June 29, 1894, has become detinitive. 

No one in France would be permitted to contest it. 

THIRD QLESTION. 



What are the effects of the contribution thus made? 

In principle the contribution to a company of a certain and deter- 
mined property or collection of properties carries an alienation, a trans- 
fer of ownership, to the benefit of the company. 

This transfer operates inter partes, according to general principles 
of law, the obligation to contribute being an obligation to give by 
the very force and effect of the agreement. 

That is, the contribution is in all respects similar to a sale (Article 
1845 of the Civil Code). Let us say. briefly, the contribution is a 
sale. It is a sale in which the price may consist either in a fixed sum 
or in a stipulation for part of the profits of carrying out the com- 
pany's project. 

A contribution can be pure and simple. It can also be subjected to 
conditions upon which it will be suspended or undone. 

Brieflj', here, as in the case of a sale, there is full and complete 
liberty. 

The agreements are the law of the jmrties. 

This is the principle formulated in Article 1134 of the Civil Code, 
an essential prinoiple of our law, giving rise to numerous consequences 
and applications, and never to be lost sight of in the present examina- 
tion. 

This being stated, if we look at the agreements which have been 
made we find: 

That the parties have stipulated " that the New Panama Canal Com- 
pany shall be the owner of the properties and rights ceded and con- 
tiibuted from the day of its definitive constitution," with a single 
reservation concerning the rights as to the Panama Kailroad; 

That the contribution of these latter righte, thus differing from that 
of the other rights and properties, was made under a condition upon 
which they were to return, the said rights to become fully vested in 
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the new company upon the completion of the canal or the payment of 
the sum of Fr. :20,0O0,O00. otherwise to return to the liquidation. 

We have seen that the New Panama Canal Company was definitely 
constituted on the iOth of October, 1894. 

We hence conclude, with absolute assurance: 

That from that date it became the owner of the properties con- 
tributed, the detinitive and unchangeable owner of all the properties 
other than the rights in the Panama Railroad, owner under the condi- 
tion of finishing tlie canal or paying the Fr. 20,000,000 of the rights in 
the Panama Railroad, this being the simple application of article 1583 
of the civil code, according to which the ownership of the sold object 
is transferred to the vendee as soon as the two parties have reached 
an agreement as to the matter and the price, ''although the price has 
not been paid;"' 

That from the same date the Universal Company of the Int«i"- 
oceanic Canal of Panama, i-epresented by itN liquidator, has ceased to 
be the owner of the properties contributed, except as to the condition 
concerning the Panama Railroad, and that the ownership of the prop- 
erties contributed has been definitely replaced in its assets by the price 
of them — that is to say, by a right to a part of the profits which was 
given in return for its contribution. 

It can not be argued that this participation in the profits implies 
any retention whatever of ownership by the liquidator. 

The liquidator, contributor of the properties whose cession is pro- 
posed, is completely deprived of his rights in the properties in favor 
of the new company. According to French law, he wlio should con- 
sent to that contribution in consideration of getting a certain numl)er 
of paid-up shares, giving him rights equal to those of other share- 
holders, would not less lose entirely the ownership of the properties 
contributed, this ownership resting exclusively in the social oeing, the 
new company; the concurrence of such contributor in a subsequent 
sale of a part of the assets of that company is a thing unknown to 
French law, and we are convinced that it is the same in every system 
of law. The contributor has, in that case, only the rights belonging 
to every stockholder, as long as he keeps possession of his shares, but 
all personal right as contributor and former owner is definitively 
annihilated as to him. 

For much stronger reasons is this the case for a contributor who 
in exchange for his contribution does not become a holder of shares 
or parts of the company assets, and contents himself with a participa- 
tion in the profits resulting from his contribution. Such a contribu^ 
tor becomes interested in the results; he does not possess a part of the 
ownership of the company funds, and his right is resolved into an obli- 
gation to bim of the company, of which he is not even a member. 

The ownership resides, then, exclusively in the person of the com- 
pany, distinct from that of the associates; neither they, nor, for a 
stronger reason, one who is simply interested in the results, as is the 
liquidator, possesses any particle of that ownership. 

Nor can any argument be drawn, either, according to the same line 
of thought, from the power stipulated in favor of the liquidator, 
during the making of the canal, to have a commission of his own 
charged to inspect the progress of the works, the condition and care 
■of the materiel and immovable property, as well as the accounts con- 
8751—02 4 
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ceinine these matters (article 5 of the by-lawa), for this arrangement 
is expmined by the inability in which the legislator would otherwise 
find iiimself , ny reason of the very nature of his rights, to exercise, 
during the period of construction, an inspection which the value of 
the obligation owing to him nevertiieless makes legitimate, and which 
would not be sufficientlj' obtained during that period from a mere 
examination of balances and writing. This power in no way nega- 
tives the idea of a definitive alienation; on the contrary, the circum- 
stance that it became the object of a special stipulation corroborates 
the fact of a compiet* alienation of the ownership. If a single particle 
of ownership remained in the liquidator, he could, as co-owner, inspect 
without any stipulation. 

Thus the contribution undoubtedly substitutes the New Panama 
Canal Company in all the rights of ownership of the Universal Com- 
pany of the Interoceanic Canal of Panama. 

Is it by a counterstroke. substituted in the whole or a part of the 
obligations and personal charges contracted or assumed by the latter 
on account of the properties ceded? 

No, beyond a doubt. 

As a general rule, the personal obligations of a debtor burden only 
his representatives properly so called, his representatives by law or 
convention, such as the heir, the universal legatee, the vendee eii bloc 
of his situation with regard to assets and debts. He who becomes the 
vendee of a particular object is subjected only to the real charges, 
inherent in the said object, stipulated in the contract and insepamble 
from its possession. 

A simple acquirer of properties, specified individually and by name, 
the New Panama Canal Company can not be held bound except for the 
payment of the price agreed upon; the personal obligations of its 
vendor do not conceni it. 

To represent the new company as continuing the person of the Uni- 
vei'sal Company, whether we considei- the new company as a reorgani- 
zation of the Universal Company or we regard it as the acquirer of 
the totality of the goods of the old company, would be to fall into a 
manifest error as a matter of fact. This can be easily understood. 

1. Nothing less resembles the reorganization of the Universal Com 
pany than the formation of the new company, entirely distinct from 
the preceding. In reality, French law and practice are unacquainted 
with what in England and the United States is called reorganization. 

Out of two things, one; either the old company exists alone and 
complete, or a company entirely new has been constituted. In the 
fii'st place, we frequently see that the old capital is reduced in a greater 
or less amount and a new capital is called in by subscription, hut in 
this case the company continues to exist as a moral person; nothing is 
changed in its existence; its debts continue to burden it as in the past; 
the creditors do not change their chai-acter, and at least if they nave 
not consented to a remission of the debts, their rights undergo and 
can undergo no modification. 

In the present case it is useless to insist upon showing that the Uni- 
versal Company has not been reorganized; on the contrary, it has been 
dissolved by judgments which have passed into the force of res adju- 
dicata. It has then ceased to live except for the requirements of liqui- 
dation, ordained by the same judgment: it is then true (to make use 
of an expi-ession, which this time is just) that no power in the world 
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can give back an active existence to the Univei'sal Company. Its 
liquiaator has received a commission to realize its asaets and pay its 
debts by means of the product of realization and to the extent that 
that product will permit. He could not then, not having any author- 
ity for that, reorganize the I'niversal Company, a thing he could not 
do without the concurrence of the old stockholders andmesubscribei's 
to the new capital. Nothing of the kind ha^ taken place. It can then 
be affirmed that the new company is not a reorganization of the old 
conipany, and that consequently the new companj- does not tind itaelf 
ipso facto bui'dened with the debts and engagements of the Universal 
Company. 

2, It is no more correct to say that the new company is the successor 
by universal title of the Universal Company because it has taken all 
trie assets and by that veiy fact has become bound for all its engage- 
ments. 

As a matter of fact, it may be remarked that an important part of 
the assets of the Universal Company— the lottery bonds — have not 
been transferred to the new company. This circumstance alone puts 
an end to the objection. 

But it is proper to go further, for even admitting that the liquida- 
tor of the Universal 03mpany has transfened to the new company the 
totality of the goods of the former, it would not result that tne other 
company is a universal successor bound for the debts, obligations, and 
charges of the former company. 

It IS not to be forgotten that the Univei'sal Company was not solvent; 
that it was, on the contrary, in judicial liquidation after having sus- 
pended its payments; that a special law was necessary to withdraw 
this liquidation from the pursuits of unjrnid creditors and from the 
forced sale of its properties. If it is an indisputable principle that he 
who takes the whole assets of a debtor and substitutes himself for that 
debtor by an agreement freely entered into between them, assumes the 
totality of the debts, it is a principle no less indisputable that he who 
buys the assets of a bankrupt or a person in judicial liquidation does 
not owe anything to the creditors of the bankrupt beyo.nd the price of 
what he buys, a price it is the business of the liquidator to divide 
according to the rights of those concerned. 

Such is the situation of the new company with regard to the liqui- 
dator of the Universal Company and with regai-d to its creditors. This 
is what has already been declared by the judgment of the 4th of Feb- 
ruary, 188it, which pronounced the dissolution and the liquidation; 
this is what has been confirmed by the law of the 1st of July, 1893. 

And it is for that very reason — that is to say, that the creditors have 
no other gage than the product of the realization— that the legislator of 
1893, in order to guarantee the personal creditors of the Universal 
Compan}' against the consequences of a contribution which would 
alienate their gage without giving them a sufficient compensation, did 
not content himself with protecting them by the i-equirement of the 
approval of the tribunal. It moreover, aside from any idea of fraud, 
and merely for the defense of their interest, conf erre-d the right to inter- 
vene by way of tierce opposition to the judgment of approval, and 
submit to the tribunal any objections they might have to the proposed 
alienation. 

Thus, the New Panama Canal Company has not been substituted in 
the debts of the Universal Company of the Panama Canal. Those 
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debto remain at the exclusive charge of the liquidation. The only 
chaises which burden it are those which were formally tmnwferred 
to it as conditions of the contribution (art, 5 of the by-laws). 

We find here only the charge of the .sum remaining due to the 
Colombian Government as thii price of the prorogation of the con- 
cession granted April 4, 1893. 

There are no others. 

Consequently, it is necessary to conclude, without hesitation, that 
all the personal debts of the Universal Company, other than the almve- 
mentioncd debt to the Colombian Government, remain at the exclusive 
chaige of the liquidation. 

This in especially true of the entire bonded indehtednesij. 

And that which we say of debts, a fortiori, we may sav of the 
charges not constituting debts properly so called, which the Oniversa! 
Company may have assumed in the course of its exi.stence. 

We desire to speak here especially of the charge iiniwsed upon the 
Universal Company by the law of June 8. 1SH8, concerning the issuing 
of lottery bonds to buy in France the materiel necessary for the 
works, a charge absolutely personal and connect^^d with the use of the 
lottery bonds, of which the new company does not possess one. This 
obligation is, then, neces-sarily extinct with the life of the Universal 
Company, up<m which alone it rested, to the existence of which it 
was in some manner inherent. 

It is thus that the vendee of a house in coui-se of construction does 
not assume, by his purchase, the consequences of a contract which his 
vendor has made with the contractor for its constmction or with an 
establishment for the furnishing of materials. A formal stipulation 
is necessarj' foi' such a puipose. This could not be impased upon the 
new company by the liquidator of the I'niversal Company, and it has 
not been imposed upon it, as a ivading of article 5 of the by-la^s 
makes clear. 

We rep<'at that the lotteiy bonds, which were the occasion and the 
raison d'etre of the obligation concerning the materials were excepted 
from the contribution and have remained the exclusive property of 
the liquidation. 

Thus the properties contributed jmssed into the hands of the New 
Panama Canal Company absolutely free from the personal indebted- 
ness and ]x'rsonal charges binding the Universal Company. 

Let us add that these proi>crties arc, moreovei-, not burdened with 
any privileged debt or mortgage, nor any jus in re or jus ad rem, and 
that their transfer has been made regular, with regard to third parties, 
by the fulfillment of the formalities required in Coloral>ia. 

Thus, and to rec'apitulate, on this third question, we conclude: 

That the New Panama Canal Company is the owner of the proper- 
ties and rights which it is i)roposea to cede to the United States of 
America; 

That these properties are free in its hands from all the eng^ements 
and personal debts of the I'niversal Company of the Interoceanic 
Canal of Panama; 

And that they are not and can not be burdened with any other debt 
oi' chai^ than the piivileged debts or mortgages which may have 
been registi'red accoi-ding to the laws of the Republic of Colombia. 

Let us add, finally, that the transferof the concession and properties 
of the Universal Company of the Interoceanic Canal of Panama to 
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the New Panama Caim! Company has been formally recognized by the 
Government of the Republic of the United States of Colombia. 

The right of ownership of the new company has moreover been for- 
mally continued bv the prorogation of the concession gi-anted on April 

25, IHOO, to the Kew Panama Canal Company by that Government. 
(Brief of Sullivan and Cromwell, Exhibits, pp. !*!> et seq.) 

(Jhaitkr in. 



We have proven that the New Panama Canal company is the full 
and complete owner of the concession and other properties the cession 
of which to the Government of the United States is proposed. 

Can it freely dispose of its properties and effect by itself the pro- 
posed cession ? 

The right of ownership, "right to use and abuse." according to the 
Roman phi-a-se, " ' right to enjoy and dispose of things in the most abso- 
lute way," according to the terms of article 544 of the Civil Code, 
implies naturally the right to freely alienate. 

That right is considered in Franceas of public interest. The owner 
can not, in principle, renounce it by agreement. (Aubry & Rau. 11, 
pp. 175-191; argument, art. 544, 1594, and 1598 of the Civil Code.) 

It is immaterial, moreover, whether that owner is a physical being 
or a moral being — a company. The principles and niles Of decision 
are the same. ■ 

Then, in principle, and by the mere fact that we have proven the 
right of ownership of the New Panama Canal Company, we can affirm 
its right of free disposal. But we encounter here cei'tain objections, 
drawn, some from the very object and the existence of the company, 
and others from the rights given to the liquidation of the Univei.sal 
Company by the original company agreement. 

Let U.S examine tbeni. 

The objections taken from the object and existence of the company 
are two-- 

The first is based upon the fact that the proposed cession will pnt 
out of existence, along with the company assets, the very object of the 
company. 

It is clearly true that the making of the proposed cession by the 
New Panama (.'anal Company to the X^nited States will result in put- 
ting an end to the company's object and consequently draw with it the 
dissolution of the new company. But there is nothing in this that, 
either legally or under the by-laws, is impossible. In pi'inciple, a 
company constituted with a view to a specified object and- for a speci- 
fied terra should exist until the extinction of that object or expiration 
tion of that term. (Article 1865 of the Civil Code.) 

But that principle, whose stiict application can be conceived of in 
the case of associations of persons, can not be so rigorously enforced 
in the case of associations of capitals, without presenting the most 
serious inconveniences and even the greatest dangers, for there may 
arise, in the coui'se of the existence of a company, even of the most 
flourishing kind, circumstan&'s in which it will be advantageous and 
expedient to put an end to the enterprise or transmit it to others by 
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alienation. And the legislator has provided for that i^ase in the law 
of July 24, 1867, for anonymous companies. By the terms of article 
31 of that law, " The meetings which are to deliberate upon the altera- 
tion of the bj'-laws or on propositions to continue the company beyond 
the tei-m fixed for its duration, or its dissolution before that time, can 
not be regularly constituted and can not delibemte validly unless com- 
posed of a number of shareholders representing the half at least of the 
capital of the comjiany." 

What does this signify, except to recognize in the general meeting — 
that is to say, in a part only of the associates — the right to put an end 
to the company existence for whatever reason may please it, whether 
of expediency or some other kind, without regard to the nonaccom- 
plishment of the object of the company or the noncompletion of the 
term fixed! (On the powers of the extraordinary general meeting. 
Cassation of May 30, 1892. Journal des Soci^t^s, 18H2, p. 405, Dalloz, 
1893, I. 105, with note of M. Tholler; Cassation of January 2!l, 1894, 
Journal des Soci^tes, 1894, p. 209, and reasonings of Advocate-(ienei"al 
Desjardins. See also an article of Professor \\'ahl, Journal des 
Societes, 1900, p. 193 et seq.) 

And it can not be said that the legislator had in mind in tbe said 
article 31 only companies whose dissolution before the fixed time was 
rendered necessary by the bad condition of their affairs. This would 
be an error. It is the solvent companies he had in contemplation in 
article 31 of the law of 1867. And the proof of this is in article 37 of 
the same law, which provides in that article for the case in which a 
company has lost, not its whole capital, but only three-fourths of its 
capital: the legislator does not limit himself to authorizing the gen- 
eral meeting to deliberate on the question of anticipated dissolution, it 
preseril>es that deliberation, and it orders that it shall be submitted to 
a general meeting to which all the stockholders shall be admitted, 
ana which will validly deliberate if only the fourth part of tbe stock- 
holders shall be represented in it. 

Thus the anticipated dissolution of an anonymous company is pos- 
sible, even where the by-laws are .silent, notwithstandhig article 1855. 
A fortiori is it possible, beyond any manner of doubt, where the by- 
laws themselves have expressly provided for it and expressly authorized 
it. Such is the case for the New Panama Canal Companj', 

Article 60 of the by-laws, reproducing as to this, article 31 of the 
law of 1867, formally gives to tne general meeting, constituted in tlie 
manner specified by articles 61 and 62, the right to decide: 

' ' The reduction of the duration, the prolongation, or the anticipated 
dissolution of the company." It gives it that right without qualifi- 
cation, without condition. And as the agreement, as we have shown 
above, is the law of the parties, this, which is part of the company 
agreement, has established in this respect the power of the company, 
giving to it, as we see, the greatest amplitude. 

The gcnei"al meeting, constituted in the>iianner prescribed by articles 
61 and 62, can, then, dissolve the company for whatever reason seems 
to it good. And if it can pronounce that dissolution pure and simple, 
evidently it can also subject it to whatever condition, to whatever con- 
tingency it sees fit; it can vote the alienation of the enterprise which 
constitutes the company's object in order to dissolve the company in 
case the alienation takes place. Its will is sovereign. On one hand, 
the anticipated dissolution, like every dissolution, carries with it 
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iDevitably liquidation and tbe lealizatioii of tbe assets; on the other 
hand, article 63 of the by-laws of the new company permits the general 
meeting, in case of dissohition, to confer upon its liquidator or liqui- 
datoi's the most extensive powers. 

From these prenyses we conclude: That tbe new company can 
indisputably dissolve itself purely and simply, conferring upon it^ 
liquidators tbe power to make the proposed cession; that not less 
indisputably it can subject its dissolution to the condition of the making 
of that cession; and we thus arrive at the conclusion that the new com- 
pany can, notwithstanding its object and its tenn of duration, decide 
upon the projected cession to the United States of Ameiicai.and give 
to its council of administi-ation the power to make it, deciding at the 
same time that upon its being made tbe tympany shall be ipso facto 
dissolved. Thus disappears Hie first objection. 

The second objection taken from the object of the new company, 
concerns the character of that object. 

The enterprise, the object of the new companj', having a national 
character, can not be ceded without the consent of tbe French Gov- 
ernment. Such is the objection. It rests, as we have seen in the 
explanations given in tbe first chapter of this paper, uixjn an altogether 
erroneous assumption. 

From the point of view of French statutorj- and other French law 
the Panama Canal enterprise is an ordinary industrial enterpidse, 
essentially private, absolutely independent of the public authorities of 
France, who have never intervened, either in its constitution or car- 
rying it on. 

It IS necessary, besides, to beware of the phrase " national work," 
which does not convin' a lery clear idea to the mind and which has no 
place in legal language. W ithout doubt one can say that a work is 
national when from its nature or its size it may be of importance to 
the whole country, maj' increase its fame with that of its citizens, its 
influence, or its material prosperity. But these statements and the 
legitimacy of the expression so made use of and which concerns the 
moral order of things, or mere sentiment, may be without any legal 
significance. There is no national work in law except one that is car- 
. ried on directly by the nation itself; no national property except one 
which belongs, properly speaking, to the nation. The enterprises of 
individuals — and we know that the old and new Panama companies 
wei-e formed without any intervention of the State — are private things 
and works. The fai^t that it may have a national character in Colombia 
could not give the French (jovernment a right which does not arise 
from its own law. 

The objection is, in fact, based on an abuse of the word " national," 
How can a work, because it is important to a foreign government, 
come under the authority of another government from the simple fact 
that subjects of the lattei- carry it on? There exist in the world quite 
a number of companies, purely private, that carry on in divers foreign 
countries enterprises of public or national concern in those countries. 
Such are. for example, the entei-prises of railroads constructed by 
French or English companies in South America. Such companies 
have never been anything but private companies, and no one has ever 
contested the right they have often made use of to alienate their enter- 
prises to third pei'sons whenever the concession does not prohibit 
alienation. 
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The objection, then, has not any serious character, either in law or 
in fact; it rests merely upon the word "national" turned away from its ■ 
true meaning. It has oft«n been said in France that the Suez Canal 
enterprise is a national entei-priwe. The companj- which carries it on 
is, however, a private company absolutely misti'ess of its rights. 

Besides, from the point of view of Colombia, the work or the new 
company is not a national work; it is a private work, which is recog- 
nized by the decrees of concession to be a private enterprise, capable 
of being sold to any individual or company (article ^1, law of May 
18, 1878), of being ceded by one company to another (article 1, law of 
December 26. 189U), and with regard to the free alienation of which 
only one reservation is made — the case of a sale to a foreign govern- 
ment (article 21, law of May 18, 1878). 

The new company has no political character or obligation, and neither 
France nor Colombia has set up any pi-etension of the kind. 

We are, then, through with the objections taken from the object of 
the company, and come now to those drawn from the rights granted to 
the liquidation of the Universal Company by the original constitutive 
agreement. 

This objection may l>e thus stated: 

By the terms of tlie stipulations made in its original company agree- 
ment, the new company accorded to the Universal Company 60 per 
cent of the profits of operating the canal in return for its contribution. 

This 60 per cent is the price of the contribution. 

That price can not be altered. 

But it would be an alteration to sell the concession and properties 
that go with it for a fixed sum. 

Then the sale is impossible. 

Such is the objection. 

Let us see what it is worth. 

We remark in the first place that the liquidator could foresee, and did 
foresee, when he was masing the contribution to the new company of 
the properties it is proposed to cede to the Crovernment of the United 
States, that the share in the profits of the operation of the canal which 
he was stipulating for as compensation, as the price of his contribution, 
might be replaced, in future contingencies, by another compensation. 
In giving adhesion to the by-laws of the new company, in which he is 
moreover a subsf^iber to shares payable in money, at the same time 
that he is a contributor of property in kind, he should have considered 
and he did consider, like all otners interested, the meaning and effect 
of article 60 of the by-laws, hereinbefore analyzed; he was acquainted, 
besides, with article 31 of the law of July 24, 1867, which binds all 
persons. He has, then, accepted in advance the eventuality of an 
anticipated dissolution and, therefore, the possibility of an alienation 
of the enterprise, rendering impossible for the f utui-e the carrying out of 
the stipulation which gives him 60 pei' cent of the benefits of operation. 
Yet it IS to be observed that the liquidator made no special stipulation 
in view of such an event; he did not require for himself a different 
treatment fi-om that of all others concerned. All will be obliged 
to content themselves with some other benefit than that of receiving 
shares of the annual profits and proceeds, if any. We see, then, that 
from this first point of view the objection is atreadj' gotten rid of, 
especially if it is added, in view of the texts of the law, that it is 
impossible to conceive of a contract contrived in such a way that the 
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parties would not be able t<» profit by favorable events in the future or 
escape future perils, under the pretense that these events were not 
specifically provided for. 

We repeat, then, that the lic^uldator, having given adhesion to 
article 60 of the by-laws, liquidation and alienation were things pro- 
vided for between the parties, and therefore they are in no sense 
impossible. 

We shall examine, in view of the fait accompli, the objection stated. 
It will be explained away quite easily if, tH,king the hypothetical case 
of a sale pure and simple, we leave out of view the particular case of 
an alienation in the form of a contribution to an anonymous company. 
■ It is incontestible in principle that a vendee can not, at his own will, 
alter what he has engaged himself to give to the vendor as the price 
of the thing sold. 

But it is not less so that, if the vendeecan not alone alter his promise 
to the vendor, such an alteration can be agreed upon between them 
without the rights of ownerahip of the vendee being in any way 



It 18 very clear, for example, that if I buy a piece of immovable 
property, agreeing to pay an annuity to the vendor, I can not, by my own 
sole power, free myself by turning that annuity into a lump sum; but 
I can certainly do so by agreement with my vendor without this alter- 
ation of the price fii-st stipulated affecting in any way the transmission 
of ownership which takes place by virtue of the original contract, • 
{Article 1583 of the Civil Code.) 

What can be done between individuals, physical beings, can be done , 
likewise between moral beings, between companies. 'Inere is no rea- 
son for a distinction in the two cases, and it can not be supposed that 
companies which are the great instruments of modern activity are in 
a situation less advantageous than individuals. 

But what is in fact the state of affairs here'i 

On one hand the new company has undertaken to do nothing with- 
out the agreement and consent of the liquidator. 

On the other hand, the liquidator, the subject of the cession having 
been submitted to him by the new company, being desirous of favor- 
ing negotiations the value of which his great experience and his knowl- 
eoge of the interests confided to him enable him to estimate, wishing 
to give to those negotiations a support the more effective by reason or 
his sharing the responsibility, has applied to the tribunal that com- 
missioned him, and nas asked of it to have settled by friendly arbitra- 
tion the questions to which the cession might give rise as between the 
liquidation and the new company, and especiall3'' the question of the 
division of the price, and the tribunal, by judgment of August 2, 1901, 
has given him the authority thus asked for. (See the text of the said 
judgment; brief of Sullivan & Cromwell; exhibits, pp. 253 et. seq.) 

Under these circumstances there was signed on the iith of Decem- 
ber, 1901, by the new company and the liquidator, M. Oautron. a 
document setting forth the agreement between them. (See brief of 
Messrs. Sullivan & Cromwell; exhibits, p. 261.) 

By the terms of this document the parties- 
Have determined (article 1) that " The New Panama Canal Company 
shall be alone charged with carrving on the negotiations with the Gov- 
ernment of the United States:^' that it "shall have all powers for 
ultimately coming to terms with it, and for settling with it the price 
and the conditions of the cession." 
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And they constituted (articles 2 to 4) an arbitiation tribunal to decide 
the question to be settled between them, the question of the division 
of the price. 

The arbitmtion tribunal rendered its decision on the 11th of Febru- 
ary. 1902. (See brief of Sullivan & Cromwell; exhibits, supplement, 
p. 271.) 

Thus, and pausing here in the account of what was done, the agree- 
ment by the liquidator to the alteration which the sale will make in 
what is due him is clear and indisputable. 

If thei-e is an alteration in what was settled by the original agree- 
ments, this alteration made by agreement ia undoubtedly valia and 
lawful. 

The matter all conies, indeed, to a question of the power of the 
liquidator, and after the examination of it already herein made that 
power ia no longer doubtful, provided only the special formalities are 
followed which arise from his character as liquidator and from the 
special law which governs him. 

In the beginning he would have had the right, beyond a doubt, to 
alienate the properties and rights of the liquidation for a fixed sum in 
money; thinking to do better, he stipulated for a share of the i>rofits. 

Later, he believes it advantageous to sell that share of the pi-ofita, 
to convert it into cash; why hasne not the right to do so, provided he 
conforms in that alienation to thecharacter with which he is invested? 

And why, if he can do that with a third party, can not he do it with 
his vendee, and give up for a fixed sum a part of the protits which he 
quite reasonably looks for? 

How can it he maintained that, because in the beginning he thought 
it advantageous to stipulate for a certain price in exchange for liis 
contribution, he can not, circumstances changing, alter also, in agree- 
ment with his vendee, the price agreed upon 1 

In every country of the world, ne who nas the right to cede a thing, 
to stipulate accordingly the price of that cession, has equally the right 
to alter that price if the other party consents thereto. 

Is it necessary to dwell longer upon this? 

We believe not. 

And we hold as certain that the liquidator of the Universal Company 
can give a valid assent to the modification or transformation of the 
rights arising in favor of the liquidation from the contribution he 
made in its behalf, provided he gives it in accordance with the formal- 
ities that were requisite for the validity of that contribution, the for- 
malities, in a word, required to validate his acts of alienation. 

The question, the only question that can be made, is, then, as to the 
observance of the requiiements of the law of July 1, 1893. 

And these formalities have been observed. 

The liquidator, M. Gautron, gave the civil tribunal of the Seine 
possession, according to the previsions of article 10 of the law of 
July 1, 1893, of a request for approval of the award of the arbitratoi-s, 
and of the assent he gave to the modification to be made in the con- 
trai;t of contribution entered into in 1894 between the liquidator and 
the new company in order to allow the cession to the United States. 

Within the month from the publi(!ation of the said judgment in the 
Official Journal, and the Official Journal (commune edition) in con- 
formity with article 11 of the law of July 1, 1893, a publication throw- 
ing open for a month, for a month only, according to the same article 
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the opportunity for tierce opposition to the stockholders, to the man- 
dataire of the bondholders, and to the company's creditors other than 
bondholders; that is to say, to all interested and to the only ones who 
could possibly be interested, one tierce opposition was interposed, only 
one. 

The civil tribunal of the Seine was put in possession of that tierce 
opposition, and at the same time of a prohibition served upon the 
new company by the tiers opposaiit and nQtified by him to the (.lov- 
ernment of tne United States of America. 

By judgment of July 8, 1902, the tribunal rejected the tierce oppo- 
sition on the ground of its inadmissibility based upon the tiers oppo- 
sant's character as a bondholder, the law of July 1, 1893, not giving 
to bondholders the individual right to make the tiei-ce opposition 
provided for by its article 11. a ground of inadmissibility of public 
order, which was obligatory upon the tribunal to take notice of and 
enforce even if the liquidator had not made the point. 

Let U9 observe, also, that in the discussions, with an enlightened 
care for the well-understood interests of which he had charge, the 
mandataire of the bondholders, M. Lemarquis, intervened, in order to 
declare emphatically that he was fully in accord with the liquidator 
and that it was deliberately and intentionally that he had omitted to 
make use of the right of tierce opposition that he alone had on bfehalf 
of the mass of bondholders. Let us also make a note of the fact that 
by the same judgment, the tribunal, upon the request of the new 
company, thi-ew out tlie prohibition served bj' the tiers opposants, 
the two proceedings haying been united. 

Finally, getting jurisdiction in its turn, the court of appeals of 
Paris, by decree of Auffust 5, 19u2, confirmed in all respects the 
judginent of July 3, 1902. 

Tne approval given on the 19th of March, 1902, to the agreements 
made has, accordingly, become definitive. 

Consequently, no one is able to-day and no one will be able to 
criticise or put in doubt those agreements. The law of Jul^' 1, 1893, 
the expiration of the time allowed to enter objections as authorized 
by it, the force of res adjudicata, absolutely prevent anything of the 
kind. 

And these agreements formallv recognize in the new company the 
power to negotiate and to conclude alone with the Government of the 
United States of America the cession in question. 

Who, then, can reasonably doubt that it can validly do so? 

CONCLUSIONS. 

We have established that the Xew Panama Canal Conipany was regu- 
larly constituted; that it is entirely distinct from the Universal Com- 
pany of the Interoceanic Canal of Panama, at present dissolved and 
in liquidation; that a dissolved company, with us, continues to exist 
for tne requirements of its liquidation, but only for those require- 
ments, that it is dead in all other respects, and can not reorganize 
itself in the English or American sense of the word — and we have thus 
responded to the third question. 

, We have established also that the New Panama Canal Company and 
the Universal Company of the Interoceanie Canal of Panama, the one 
a commercial company, the other a civil companj', are both essentially 
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private companies, not having in any degree in France a national 
character — and thus is answered the tifth question. 
We have then established: 

1. The regularity and irrevocable nature of the contribution made 
by the lionimitor of the Universal Company to the new company and 
definitive!}' approved by the civil tribunal of the Seine according to the 
provisions of the law of Julv 1, 18H3. showing that in France no juris- 
diction can weaken the binding force of a law regularly promulgated 
(question No. 8). 

2. That by this contribution the new company became from the 
moment of its organization the exclusive owner of the concession, of 
the works of the canal, and of all the other properties it is proposed 
to cede to the Government of the United States. That this ownership 
is, in its hands, absolute, that it carries with it the eifects set forth in 
article 544 of the Civil Code; that it is not burdened with anv charge 
other than that stipulated in the contract of contribution; that is to say, 
to pay either the price agreed upon or that which may be regularly 
substituted. 

3. That neither the new company, nor the pi-operty contributed to it, 
is bound in the way of either personal or real indebtedness in favor of 
the liquidation, by any charge other than the above mentioned; that, 
especially, no debts or charges of the Universal Company in favor of 
bondholders, stockholders, or any other creditors weigh upon it. 

4. That the rights gi-anted by the New Panama Canal Company to 
the liquidation of the Universal Company, in return for the contribu- 
tion received from it, do not paralyze, in its hands, the right of free 
disposal which is the natural mcident of the right of ownership. 

We have shown, further and superabundanfly, as to this last point: 

(rt) That by the provisions of the agreements entered into between it 
and the liquidator of the Univei'sal Company, acting in the plenitude of 
its rights, the new company has become, in all respects, alone charged 
with negotiating, with coming to an agi-eement, with closing with the 
Grovernnient of the United States, without, moi-eover, these arrange- 
ments having Invalidated or altered in any way its original ownership. 

(S) That the document setting forth these agreements, and also the 
full and entire assent of the liquidator of the Universal Company to 
the proposed cession and the modification of the price of his contribu- 
tion, has received, in accordance with the provisions of articles 10 
and 11 of the law of July 1, 1893, a definitive approval. 

From this we derive with absolute certaintv answers to questions 
1, 2, 4, 6, and 7: 

That the New Panama Canal Company acquired, on the day of its 
organization, an absolute and certain title to the concessions, to the 
works of the canal, and to all the other properties which it is proposed 
to cede to the United States (question 1); 

That that title of ownership was not invalidated or altered by the 
agreements of December, 1901, entered into between the new company 
and tlie liquidator of the Universal Company, acting in the plenitude 
of his I'ights and under the definitive sanction of the civil tribunal of 
the Seine, according to the pixjvisions of the law of July 1, 1893 
(question 6); 

That the New Panama Canal Company has the power to proceed by 
itself alone to make the proposed cession (question 2); 

That by this cession the United States will obtain the full and entire 
ownership of the properties ceded; 
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That this ownership will be transmitted to them free and clear of all 
the personal debts and charges of the Universal Company of the Inter- 
oceanic Canal, and especially of all the bonded indebtedne^tj of the said 
company and of the obligation imposed upon it by the law of June 8, 
1888, debts and charges which do not directly affect properties, but 
the person, and consequently not on one hand following the proper- 
ties when alienated and when contributed to the new company, nor on 
the other hand being imposed upon the latter as a condition of that 
contribution, and therefore not resting in any way upon the new com- 
pany personally or upon its properties (questions 4 and 7); ■ 

We have shown finally, having in view a special objection belong- 
ing to the third question, that the fact that the proposed cession will 
put an end to the company's object and carry witn it, from the nature 
of things, the dissolution of the new company, can not paralyze the 
right of disposal of the new company, this company having from the 
law and its by-laws the right to dissolve itself by anticipation. 

And we conclude, foraially, in affirming the absolute regularity of 
the cession when made by the council of administi'ation of the New 
Panama Canal Company (or, say, by its members, specially delegated 
to that effect), and ratified by extraordinary general meeting, which 
meeting should, moreover, the cession having become definitive and 
the company's object at an end, pronounce the dissolution of the exim- 
pany and name some liquidators intrusted with receiving and distribu- 
ting the price of the cession thus sovereignly agi-eed to by the company. 
Deliberated at Paiis the 1st of September, 1902. 

(Signed.) Leon Devin, 

F<mr>er Batonnier. 
H. Du BuiT. 

Foniier Batonnier. 
Limbo URG, 
Henri Thi^blin, 
Paul Gontard. 
We, the undersigned general counsel in'America of the New Panama 
Canal Company, having jmrticipated in the conferences and studies 
leading to tne foregoing opinion, do hereby express our full concur- 
rence thei-ein. 

Dated Paris, September 1, 1902. 

Sullivan & Cromwell, 

General Vounsel. 

EXHIBIT 3. 

LAWS OF 1867 AND 189^ CONCERNING COMPANIES. 

A LAW conceriiinj5 companies, enacted on the 24th day of July, 1H67. 

companies of commandite par actions. 

(Art. 1 providing that, before l>eing definitely constituted, the whole 
stock must be subscribed and a part paid in, etc.; modified by the law 
of August 1, 1893.) 

Art. 2. The shares or coupons of shares are negotiable after the 
payment of one-quarter, 

(Art. 3, making the original subscribei-s and transferees responsible 
for the balance when shares sold before one-half paid in; modified by 
the law of August 1, 1893.) 
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Art, 4. When an associate makes a contribution whicb doea not 
consist ill money, or stipulates for his benefit special advantages, the 
first genei-al meeting appraises the value of the contribution or ground 
for ^e stipulated advantages. The association is not detiniteTy con- 
stituted except after the approval of the contribution or of the advan- 
tages given, by another general meeting after a new call for one. 
The second general meetmg can not pronounce the approval of the 
contribution or of the advantages, except after a report, which shall 
be printed and held at the disposal of the shareholders Hve davs at 
least before that m'^eting. The votes are taken by a majority ol the 
shareholders present. The majority must include a quarter of the 
shareholders and represent a fourth of the company's money capital. 
The associates who nave made the contribution or stipulated for the 
advantages aforesaid can not vote at such meeting. On failure of 
appTOval the association remains without effect with regard to all the 
parties. The approval constitutes no obstacle to a suit based upon 
fraud or wrongdoing. The provisions of the present article concei-n- 
ing the verification of the contribution, which does not consist in 
money, are inapplicable to the case in which the company to which 
the contribution is made is formed among those only who are the 
owners of the contribution in undivided shares. 

Akt. 17. The shareholders, i-epresenting the twentieth, at least, of 
the company capital, can, in their common interest, authorize at their 
expense one or several mandataires or agents to sustain, as plaintiff or 
defendant, an action against the managers or against the members of 
the council of surveillance, and to represent them in that case in coui-t 
without prejudice to the individual right of action of each of the 
shareholders. 

II. ANONYMOUS COMPANIES. 

Art. 21. In future, anonymous associations may be formed without 
authorization from the Government. 

Whatever be the number of associates or members, such companies 
henceforth may he formed by document drawn op without notarial 
aid, and made in duplicate. 

They will be governed by the provisions of articles 2!1, 80, 32, 33, 
34, and 3ti of the Code of (Commerce (these articles are not restrictive 
but concern the naming of the company, the division of the capital 
into shares, the limitation of responsibility to the amount of the capi- 
tal, and the like), and by those set forth under the present heading. 

Art, 22, Anonymous companies are directed or managed by one or 
more attorneys or mandataries delegated for the purpose for a specified 
period of time, and whose powei's are revocable; they may or maj' 
not receive a salary, but are chosen from among the associates of the 
company. 

These attorneys or representatives may, in turn, select a manager 
from their own number, or, if the associations's by-laws permit, 
they may delegate their own poweis to an attorney unconnected with 
the company, but for whose acts they remain responsible to the said 
company. 

Art. 23. The company can not be formed if the number of members 
or associates is below seven. 
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Art. 24, The provisions of articles 1, '2, 3, and 4 of the present act 
are applicable to anonymous companies. 

In the case of anonymous companies, the declaration or statement 
required of the manager by article 1 must be made by the founders 
of the concern. This declaration or statement is submitted, together 
with the documents in support of it, to the first general meeting, 
which as<'ertains its genuineness. 

Art. 25. In any case, a general meeting is to be called, by care of 
the promoters of the company, subsequently to the establishment of 
the subsoription of the capital stock and of the payment of one-fourth 
of the money cfipital. This meeting appoinbj the tirst administrators; 
it appoints ukewise, for the lii'st vear, the commissaires or supervisors 
provided for by article 32 hereinfeelow, 

, These administmtors can not be appointed for more than six years; 
they may be reelected, save where the by-laws stipulate to the contrary. 

They mav be named or designated by the by-laws, with an express 
provision tbat their appointment shall not be submitted to the general 
mei'ting for approval. In this case they can not be named for more 
than three years. 

The minutes of the meeting note the a<'ceptance of the administrators 
and commissaires or supervisors present at the meeting. 

The due formation and establishment of the companj' dates from 
this acceptance aforesaid. 

Aht. 2H. The administrators must own a certain number of shares, 
to be determined by the by-laws of the company. 

These shares are answerable as a whole as a guarantee for all the 
acts of the management, even for the exclusively pei-sonal acts of one 
of the administrators. 

They are in the name of the holders {not to bearer), untransferable, 
and bear a stamped indication of their nonti'ansfei'ability, and are 
deposited in the company treasury. 

Art. 27. A general meeting is held, at least once a year, at the time 
appointed by the by-laws. The by-laws determine the number of 
snares which one must hold, either as owner or as attorney, in order 
to obtain admission to the meeting; also the number of votes falling to 
each shareholder in consideration of the number of shares held by him. 

However, in those general meetings which are called for the purpose 
of verifying contributions, of naming the first administrators, and of 
asoei-taining the genuineness of the declaration or statement made bv 
the founders of the company in accordance with the second paragrapli 
of article 24 hereof, every snareholder may, regardless of the number 
of shares held by him, take pail: in the deliberations and cast the 
number of votes determined by the by-laws; provided, however, the 
said number of votes does not exceed ten. 

Art. 28. In all general meetings a maiority of votes shall cairy. A 
roll-call sheet is kept, to be signed by all members present. It bears 
the names and residences of the shareholders, as well as the number 
of shares held by each one of them. 

This list is certified to by the presiding board of the meeting, and 
is deposited at the main office of the company. It must be shown to 
anyone applvlng to see it. 

Art. 29. tieneral meetings called for other purposes than those set 
forth in the two articles following must be attended bv a number of 
shareholders representing at least one-fourth of the capital stock. 
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Should the genei-al meeting not receive this attendance, a new meet- 
ing is called according to the forms and within the space of time pre- 
scribed by tlie by-laws. The deliberations and acts of thia new meet- 
ing will be valid, whatever may have been t!ie propoi-tion of capital 
stock therein represented by the shareholders present. 

Art. 30. Meetings called to deliberate on the verifying of contribu- 
tions, on the appointment of the first administrators, on the genuine- 
ness of the declai'ation oi- statement made by the founders, as i-equired 
by paragraph 2 of article ^4 hereof, must l>e attended by a number of 
sfiarehoRlers representing at least one-half of the capital stock. 

In computing the capital stock, one- half of whicn must be repre- 
sented at a meeting for verifying a contrilmtion, contributions which 
are free from this verifying requirement are alone to be taken into 
account. 

Should the general meeting represent less in its attendance than one- 
half of the capital stock, it can take only a temporary decision. In 
. this case, a new general meeting is called. 

The temporary decisions taken by the first meeting are made known 
to the shareholdei-8 by publication at two distinct times, at an interval 
of eight days from eacn other, one month at least in advance of the 
new meeting, said publication to be made in some newspaper desig- 
nated to receive legal notices. The decisions in question become final 
when the}" are confirmed by the new meeting, provided the attendance 
at said meeting represents one-fifth at least of the capital stock. 

Art, 31. Meetings having to deliberate on amendments to the 
by-laws, or on motion to prolong the existence of the company beyond 
t&e time agreed on, or to dissolve said company before the date ap- 
pointed for such dissolution, are deemed to be regularly and duly held, 
and their decisions are considered valid only when the attendance at 
such meetings represents at least one-half of the capital stock. 

Akt. 3a. The annual general meeting appoints one or more commis- 
saiies, whether members or npt of the company, whose duty it will 
be to present to the general meeting of the following yeai' a report on 
the situation and condition of the society or company, on the balance 
sheet, and on the accounts presented by the administratois. 

The approval of the balance sheet and of the accounts aforesaid is 
null ana void if it has not been preceded by this report of the said 
conimissaires or super\'i8or9. 

In case the general meeting has failed to name the conimissaires 
or supervisors aforesaid, or in case one or more of the said officials be 
prevented or refuses to ser\'e, their appointment or substitution is 
effected by an order of the president of the tribunal of commerce 
sitting at the legal residence of the company, on the request of any 
party interested, and after due summoning of the administrators. 

Akt. 33. During the three months next preceding the date set by 
the by-laws for the holding of the general meeting the commissaires 
or supervisors have the power and authoiity to look over the books 
and to examine into the operations and workings of the company as 
often aa they may deem it expedient for the good of the concern. 

They may at any time in urgent cases summon a general meeting. 

Art. 34. Every anon3'mous company must draw up, once in six 
months, a summary of its debit and credit accounts. 

This summary is kept at the disposal of the commissaires or super- 
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Moreover, an inventory is drawn up every year, as requii'ed by 
article !t of the code of commerce, giving a statement of the personal 
and real property of the company, besides a report of all debts due to 
and by tne company. 

The inventory, the Vialance sheet, and the profit and loas accounts 
are placed at the disposal of the commissaires at least forty days 
before the general meeting. They are presented to this meeting. 

Art. 35. At least fifteen days before the general meeting is held 
every shareholder may view the inventory and the list of shareholders 
at the main office of the company, and may require a copy of the 
balance sheet summing up the inventory, as well as a copy of the com- 
missaires' report. 

Art. 36. Every year an assessment of one-twentieth at least is made 
and levied on the net profits for the purpose of forming a reserve 
fund. 

This assessment will cease to be obligatory whenever the reserve 
fund shall have reached a sum equal to one-tenth of the capital stock. 

Art. 87. In case the company should have sustained the loss of 
three-fourths of its capital stock, the administrators must call a general 
meeting of all the shareholders for the purpose of considering the 
advisability of dissolving the company. 

Whatever may be the decision taken by the company it is announced 
by publii-ation. 

Should the administratoi-s fail to call the general meeting aforesaid, 
or in a case where the said meeting can not be brought together in a 
regular manner, any party interested may petition the tribunals for a 
dissolution of the company. 

Art. 38, Dissolution may be decreed on the request of any inter- 
ested party where for more than a year the number of mem&ers has 
been less than seven. 

Aht. 39, Article 17 is applicable to anonymous companies. 

Art, 4(1. Unless they be authorized by the genei-al meeting, the 
admin isti-atoi-s are prohibited from either taking or preserving an 
interest, whether direct or indirect, in an undertaking or in a contract 
made with the company or in its behalf. 

Ever)' year a I'cport is presented to the general meeting rendering 
special account of the manner in which enterprises or contracts 
authorized by it, in accordan** with the terms of the preceding para- 
graph, have been carried out or executed. 

Art. 41. Any anonymous company, in the formation of which due 
observance has not been had of the requirements set forth by articles 
22, 23, 24, and 25 herein above, is null and void with legard to the 
interested parties. 

Akt. 42. When, in accoi-danee with the terms of the preceding 
ai-ticle, the company or its acts and deliberations have been annulled, 
the founders who were the cause of the nullity and the administrators 
who were in otEce when the nullity was incurred are jointly responsi- 
ble to third parties, without prejudice to the rights of shareholders. 

The same joint i-esponsibility may be deci"eed against those members 
whose contributions or special advantages have not been verified and 
approved, as pi'escribed by article 24, and in compliance therewith. 

Art. 43. The e.\tent and effects of the commissaires' responsibility 
to the company depend on the terms of the instrument appointing 
them. 

S751— 02 5 
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Art. 14. The administrators are responsible, in accordance with law, 
individually or jointly, as the case may be, to the company or to third 
parties, for breach of the provisions of the present act, and for faults 
committed by them in their nlanagement, such, for instance, as the 
distributing or allowing the distribution of fictitious dividends, with- 
out opposing the game. 

Art. 45. So far as they concern anonymous companies, the provi- 
sions of articles 13, 14, 15, and 16 of the present act apply without dis- 
tinction to those companies which are actually in existence and to such 
as will be formed under the said present act. Such administi-ators as 
may have brought about fictitious dividends in the absence of an inven- 
tory, or by means of false inventories, will suffer the penalty provided 
for such cases by No, 3 of article 15 against the managers of mixed 
joint stock companies. [Articles 13, 14, 15, and 16 provided penalties 
merely, especially for violations of articles 1, 2, and 3. and trauds in 
connection with subscriptions, pa3'ments. etc.] 

The provisions of the last three pai-agraphs of article in are likewise 
applicable in so far as they concern anonymous companies. [Article 
10 provides for a council of surveillance to report irregularities, etc.] 

ART. 46. Anonymous companies now existing shall continue, so long 
as they endure, to be governed by the provisions to which they are 
su bject. 

On obtaining the authorization of the Government, and observing 
the forms prescribed for the modification of their by-laws, they may 
transform themselves into anonymous companies within the terms of 
the present act. 

Art. 47. Companies having a limited liability may transform them- 
selves into anonymous companies within the terms of the present act 
by observing the conditions stipulated for the modification of their 
by-laws. 

Article.^ 31, 37, and 40 of the code of commerce, and the law of 
May 23, 1863, concerning companies with limited responsibility, are 
hereby repealed. 

III. SPECIAL REGULATIONS FOE COMPANIES WITH VARIABLE CAPITAL. 

Art. 48. The by-laws of any company may provide for an increase 
of the capital stock, either by successive payments made by the mem- 
bers or by the admission of new members, and for a decrease of the 
capital stock by a withdrawal, either total or partial, of the contribu- 
tions made. 

Companies whose by-laws shall contain the said provisions shall be 
governed, in addition to the general regulations governing them in 
view of their nature, by the provisions of the following articles: 

Art, 49, The by-laws governing the company shall not provide for 
a capital stock in excess of the sum of two nundred thousand francs. 

This may be increased fiom yeai- to year by the general meeting, . 
though no one inci'case thus decided upon shall exceed the sum of two 
hundred thousand francs. 

Art. 60. The shares or fractions of shares shall be in the name of 
the holder (not to bearer), even after they may have been fully paid. 

They shall be negotiable only after the final formation of the 
company. 

Such negotiation can be effected only by a transfer on the books of 
the company, and the by-laws may vest either in the council of admin- 
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isti'atioii or in the, genei'al meeting the power of opposing such transfer. 
(See law of August 1, 1893, artide H.) 

Art. 51. The by-laws shall fix a sum or amount below which it shall 
be unlawful to reduce the capital stock by withdrawal of contributions 
as provided by article 48. 

This sum or amount shall not be less than equal to one-tenth of the 
capital stock. 

The company shall be deemed finally formed and constituted only 
after the payment of one-tenth at least of the capital stock. 

Art. 52. Anv associate may withdraw from the company when he 
sees lit, save where there is an agreement to the contrary and save 
where this would entail a breach of paTagraph first of the preceding 
article. 

It may he stipulated that the general meeting shall have power to 
decide, by the majority required for a modilication of the iiy-laws, 
upon the striking oil from the list of members or assotMates one or 
more of the names thereon. 

An associate who ceases to belong to the company, whether of his 
own accord or bh the result of the decision of the general meeting, 
shall remain responsible to the associates and to third parties for all 
the obligations existing at the time of his withdrawal, during a period 
of five years occurring next after said withdrawal. 

Art. 53. Whatever be the form of the company, its administrators 
.shall be the proper parties to represent it l)efore the courts. 

Art. 54. The company shall suffer no dissolution on account of the 
death, retirement, interdiction, bankruptcy, or failure (d^confiture) of 
one of the associates; it will continue in full force between, and as 
to, the other a 



IV, BULBS TOUCHING THE PUBLICATION OF ARTICLES OF AGREEMENT. 

Art. 55. Within the space of one month from the formation of any 
commercial company or association, thei'e shall be deposited in the 
office of the peace justice court and in that of the tribunal of com- 
merce within whose jurisdiction the company is formed a duplicate 
of the articles of agreement constituting the basis of the comp my, if 
these articles are unauthenticatt'd, or a certified <«py of the same if 
they have been acknowledged before a notary. 

In the case of mixed jomt-stock companies (en <'ommandit^) and of 
anonymous companies, there shall be api>cndecl to the said articles of 
agreement (1) a copy of the notarial dof^umcnt showing the subscrip- 
tion of the capital stock and the one-fourth payment prescribed by 
the present act; (:J) a certified copv of the decisions adopted by the 
general meeting in the cases provided for by articles 4 and 24, 

Moreover, there must be joined to the articles of agreement, when 
the company is an anonymous one, a duly certified and authenticated 
list of the subscribers, giving the name, surname, occupation, residence 
of each one, as well as the numbei' of shares held by each associate. 

Art. 56. A copy of the articles" of agreement and of the appended 
documents is published, within the space of one month aforesaid, in 
one of the newspapei's designated for legal notices. 

This publication in said newspaper shall be proved by a copy of tlie 
paper in question, duly certified to by the pi'int«r, authenticated by 
the mavor, and recorded within three months from the date thereof. 

A failure to observe the prescriptions of the preceding article and 
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prpsptit article will nullify the entire proceedings as to the associates 
of the company; but no breach of any of said prescriptions may be 
pleaded by the members as against third parties. 

Art. 57. The copy atove-mentioiicd must contain also the names 
of associates other than shareholders; the ofiiciat name adopted by the 
company and the locality of its legal residence; the names of such 
affsociates as are authonzed to manage, direct, and sign for the com- 
pany; the amount of the capital stock and the amount of the yalues 
furnished or to be furnished by the shareholders; the date of the 
launching of the company and that of its intended dissolution, as well 
as the time at which the deposits of documents aforesaid were made 
in the offices of the peace justice (-ourt and of the tribunal of commerce. 

Aht. 58. The copy must state whether the company is one under a 
collective name, or en commandite simple, en commandite by .shares, 
or anonymous, or one with yariable capital. 

If the company is anonymous, the copy must state the sum of capital 
stock paid m species and the sum paid otherwise than in specie, 
together with the amount of pi-o i"ata assessment which must be levied 
on the profits in order to constitute the reserve fund of the company. 

Finally, if the company is one with variable capital stock, the copy 
must indicate the sum or amount below which the .-said capital stock 
can not be lawfully reduced. 

Art. 69. In case the company have several establishments doing 
business in various districts, the deposit prescribed by article 55 and 
the publication required by article 56 must be made in each district 
where such establisnments exist. 

In such cities as are divided into several districts it will be sufficient 
to make said deposit in the office of the peace justice court within 
whose jurisdiction or district lies the chief of these establishments. 

Art. 60. The copy of the acts and documents deposited is to be 
signed, in the ease of public official documents, by the notary; in 
the case of documents under private signature merely by the associates 
in collective name, by the managers of associations en commandite, or 
mixed joint stock companies, and by the admin isti-ators in the case of 
anonymous companies. 

Art. 61. The formalities prescril>ed and penalties imposed by arti- 
cles 55 and 56 apply to: 

All acts and resolutions looking to the amendment of the company's 
by-laws, to the prolongation of the company's existence beyond the 
period of time originally agreed upon and fixed, to di.isolution before 
the expiration of tne said period of time, and to the manner of winding 
up the affairs of the concern, to any change in the official name of the 
company or to any change among, or withdi-awal of, membei-s. 

Such decisions as are arrived at in the cases provided for by articles 
19, 37, 46, 47, and 49, herein above set forth, are also governed by the 
requirements of articles 55 and 56. (Art. 19 concerns associations en 
commandite.) 

Art. 62. The following documents are not subject to the deposit 
and publication requirements aforesaid: Documents setting forUi an 
increase or decrease of the capital stock, made in accordance with the 
terms of article 48 herein above, or the withdrawal of riiembers other 
than managers or administrators, such withdrawal taking place within 
the terms of article 52 hereof. 

Art. 63. In the case of mixed joint-stock companies or of anony- 
mous companies, any person may demand a view of the documents 
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deposited in tbe office of the peace justice court and of the tribunal 
of <'ommerce, and may even demand, at his own cost, a certified copy 
of the said documents, from the court clerk oi' from the notary in 
charge of the same. 

Liki'wise any person may, for a sum not exceeding one franc, 
demand at the legal I'csidence of the company a certified copy of its 
by-laws. 

Final! V, a cony of the deposited documents must be publicly exposed 
in the o&ces ot the company- 

Art. 64, In all acts or documents, invoices, notices, publications, 
etc., whether printed or holographic, emanating from anonymous com- 
panies or from mixed joint-stock companies, the official name of the 
concern must always be followed by tnese woi"ds, written out in full 
and legibly: ^^ Ammynunia cm/ipany,''^ or '"'' Mixed joint-stock company" 
together with tbe amount of the capital stock. 

In case the company has availed itself of the right gmnted it by 
article 48 hereof, this must be shown by the addition of the following 
words, "■with variable aipital stock.'" 

Any breach of the pi-eceding requirements is punished with a pen- 
alty or tine of not less than fifty nor more than one thousand francs. 

Art. 65. Articles 42, 43, 44, 45, and 46 of the Code of Commerce 
are hereby rejwaled. 

LAW OF AUGUST 1, 1893, AMENDING LAW OF JULY 24, 1867, CONCERN- 
ING ASSOCIATIONS HAVING SHAKES OP STOCK. 

Article 1. Paragraphs 1 and 2 of article 1 of the law of July 24, 
1867, are modified as follows: 

Paragraph 1: 

"Associations of commandite can not divide their capital into shares 
or parts of shares of less than 25 francs when the capital does not 
exceed 200,000 francs, of less than 100 f mncs when the capital exceeds 
200,000 francs." 

Paragraph 2: 

"They can not be definitivelj' constituted except after subscription 
of the total capital and the payment in cash by ea«h shareholder, of 
the amount of the shares or parts of shares subscribed by him, when 
they do not exceed 25 fi-ancs, and of the quarter at least of the shares 
when they are of 100 francs and over." 

2. Article 3 is altered thus: 

"The shares are in shareholders' names [i. e., not to l)earer] until 
fully paid up (entiere liberation). The shares representing contribu- 
tions shall be free (considered paid up) from the time of the definitive 
organization. These shares can not be withdrawn, and are not nego- 
tiable before two years after the definitive organization of the associa- 
tion. The owners, intermediate transferees, and the subscribers are 
bound in solido for the amount of the shares. Eveiy subscriber or 
shareholder who has transferred his share, ceases, two years after the 
transfer, to be responsible for the payments not called for." 

3. To article 8 are added the following provisions: 

'*The suit to have declared the nullity of the association or of acts 
and votes subsequent to its constitution, is inadmissible when, before 
suit brought, the cause of nullity has ceased to exist. The action to 
enforce responsibility for the facta from which the nullity resulted, 
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ceaseij also to be admissible when, before fiuit brought, the cause of 
nullity ceases, and if, bt>sidP8, three years have elapsed since the 
date when the nullity arose. If. to put an end to the nullity, a general 
meeting should be called, the action of nullity will not be admissible 
after tiie date of the i-egulai calling of that meeting. Actions of nul- 
lity again.st acts constituting the association are preis<;ribed in six yeai'S. 
Tliis prescription can not l« made use of before the expiration of the * 
ten yeai'S following the promulgation of the present law." 
i. To paragraph 1 of article 27 is added the following: 
"Owners of snares less than the numbei' determined to qualify for 
admission to meetings can unite to make up the proper number and 
be representod by one among them." 

5. In paragraph 1 of aiticle 42, for the words " responsible in soUdo 
to third persons without prejudice to the rights of sbareholdei-s" is 
substituted the following: "resi)onsiMe in soTido to third persons and 
to the shareholders for the damage resulting fram that annulment/' 

To the same article is added the following pai'agraph: 
'"The action for nullity and that upon responsibility resulting from 
it are subjected to the provisions of article 8 above." 

6. To the law aie added the following provisions: 

"diveks provisions. 

"Art. 6S. Whttfr-ivr iiiny be their olnevts, asMoeUitimt^oJ' coanmandite 
or aniinyi)u>u8 asuoclathna w/iirh iihaU be conKtituted In the winner fftren 
in the Vode iif Ooiiiinefce or in the prenent lav) are xiibjected to tlie laws 
and cuMtomn of eutmneree. 

"Art. 69, Hypothecation (mortgage) can be consented to in the 
name of every commercial association bj- virtue of the powers result- 
ing from its act of formation, even when that is a now notarial docu- 
ment, or from votes or authorizations taken or made in the manner 
prescribed by the said act. The document of hypothecation shall be 
authenticated as provided in 3127 of the Civil Code. 

"Art. 70. In cases in which associations have continued to pay the 
interest or dividends of stock, bonds, or other eertiticates of obligation 
by way of a drawing by lot, they can not repeat these sums when the 
certiticate is presented for reimbursement. 

"transitory PKOV18ION8." 
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Gal'tron. IN HIS Official Capaciti-, ) t.-. ,. j- ■ ■ r- . 

' f hirst division. First section. 



New Panama Canal Company. 



No. i. 



Republic of France, InthewuneofthepeuiiJcofFmnce: 

The civil tribunal of tirst instance of the department of the Seine, 
sitting at the palace of justice, renders in open and public session of 
ifj* first division, the judgment the tenor of which is as follows: 
Hearing of Wednesday, March 19, iy02. 



PANAMA CANAL TITLii. 71 

The Court, In view of the ivquest presented by Gautron, in hia 
official capacity of liquidator for the Universal Interoceanic Canal Com- 
pany of Panama, said request being signed by De Bieville, hia solicitor 
and worded as follows: 

Toflie honorable president and justices of the Jirst division, of the civil tribunal of the depart- 
ment of the Seme; 

The petitioner, M. Pierre Gautron, liquidator of the Universal Interoceanic Pan- 
ama Canal Company, re^iditiB: at the ofSce of tlie liqui<latioD, Chauss^ d'Antia 
Street, No. 42, having de BieviTie as aullcitor, has the honor to aUte: 

That nt^tiations are pendinj; between the New Panama Canal Company and the 
United States Government for the transfer to aaid Goverument of the whole of the 
rights and property owned by the N'ew Panama Canal Company on the Isthmus of 
Panama as weri as its maps and records in Parif. 

That these negotiations have resulted in an offer made by the new company to 
the United States of America for tlie transfer of said property in return for tne sum 
of $40,000,CMXI (i. e., about 2ft%000,000 francs), said offer to remain in forte until 
' March 8, 1903. 

Tliat the liquidator of the Universal Interoeeanie Panama (.'Anal Company has 
been informed of the negirtiationp and the offer al>ove referred to. 

That certain different es having arisen t)etween the new < oinpany and the petitioner 
in hill capacity of liquidator, M Gautron, in hiH said capacity, has been authon/ed 
b^' decree of tlie civil tribunal of the Seine, dated ^upust 2, 1901, to (ompromise 
with the New Panama Canal tompani upon all lefial questions which might arise 
relating: 

First. To the determination of the price and (imditions to be propo-ied to the 
eventual purchaser of the contcMsion and the canal works and all the aaaets of the 
new company. 

Second. To the division between the new company and the liquidation of the 
proceeds of tite sale, in case that sale be effected. 

That the arbitrators have decided: 

First. That the liquidator of the Universil Interoi^Emic Canal Company of Panama 
should, before the final division, take out of the price of the sale of tne enterprise to 
the United States Government, the sum of 20,000,000 francs. 

Second, That after this sum has been taken out, the New Panama Canal ('ompany 
should, for its part, take out the sum of 5,000,000 francs. 

Third. That the balance of the said t*um should be divided between the parties 
entitled in the proportion of 60 per cent thereof for the liquidator of the Universal 
Interoceanic Canal Company of Panama and .of 40 per cent thereof for the New 
Panama' Canal Company. 

That the liquidator, as well as M, Ijemarqiits, the legal representative of the bond- 
holdeni, has received a certain number of notifications ana oppiKiitions to the sale 
emanating from opponents to the proposed transfer to the United States Government, 

That at this time the new company (in view of the position asi'umed by the oppo- 
nents of the Panama Canal enterprise, and of the objections raiseil by them ), requests 
the liquidator to petition for the approval by the court under thejiriivision of the law 
dated July I, \SWi, and so far as the liquidation is concerned, of the a|;reement 
entered into between the new company and the liqiiidator for the sale to the Gov- 



poration on the isthmus, as well as the maps and ret^ords in Paris, for the sum of 
|40,000,000(about 203,000,000 francs), and subject to modifications to be procured from 
the Government of Colombiaas to articles 21 and 22 of the i-'Oncessionary contract. 

That the liquidation of the old Panama Canal Company is therefore directly inter- 
ested in the proposed transfer, since the larger portion of the eventual proceeds of 
the sale will l>e tnnied over to it. 

That under article 10 of the act of July 1, 18!)3, all acts tending to alienate any 
asset" of the old company, all contracts entailitifi a transfer or contribution of the 
whole or a jiart of the afMelx of the old concern, emanating from the llqnidator of the 
Universal Inten>ceai)ic C%nal Company of Panama, shall lie subject to the approval 
of the civil tribunal of the Seine, which shall, u|)on the report of one of the justices, 
pan! on tlie question in open court. 

Now, therefore, your said jietitioner in his official capacity respectfully requests 
and begs that it please the honorable president and justices of this court to approve 
so far as the liquidation of the Universal Interoceanic (.'anal Company of Panama is 
conifmed, the offer made by the Sew I'anama Canal Company with the assent of 
the liquidator, to the Government of the United States of America, to transfer to aaid 
Government all rightM and property ownwl by tlie new companv on tie Isthmus of 
Panama as well as its maps and records in Paris for the sum o'f $40,000,000 (i. 



■,Goo^^lc 



72 PANAMA CANAL TITLE. 

about 205,000,000 francs), said ofier to remain in force until March 8, 1903, and the 
eventual proceeds of the sale to be divided according to the award made by the arbi- 
trators, subject, liowever, to the modification to be secured from the liovemment of 
the Republic of Colombia, an to articles 21 and 22 of the concessionary contract. 

And to order that their decree shall be published according to act of July 1, 1893. 

Under all reservations; and it will be justice. 

(Siftned) De. Bieville. 

In view of the documents exhibited, namely: 

The oi-der issued by the president of the court, dated March 18, 
1902, appended to said petition, dire<Hing "that the petition be com- 
municated to the attorney for the Republic, and that M. Le Berquier, 
justice, is hereby appointed to make a report. Done at the palace of 
justice, Paris, Marcii 18, 1902, and signed Ditte." 

The conclusions of the attorney for the Republic likewise appended 
to said petition, which are as follows: "The attorney for the Kepub- 
lic does not object. Rendei'ed in the attorney's oiGee March 18, 1902. 
Signed Pezous." 

Articles 10 and 11 of the act of July 1, 1893. 

And having heard Justice Le Berquier in his report and Mr. Rome, 
deputy attorney for the Republic in nis conclusions; 

An^ after having deliberated in conformity with the law, judging 
in first resoi't; 

Whereas, under article 10, of the act of July 1, 1893, all acts of 
realization of assets, all contracts entailing a transfer or contribution 
of the whole or of part of the assets of 3ie concern, emanating from 
the liquidator of the Universal Interoceanic Canal Company shall be 
subject to the approval by the civil tribunal of the Seine; 

Whereas Gautron, in his capacity of liquidator of the Universal 
Panama Canal Company, prays that the court confirm, an far as the 
liquidation is concerned, the' offer made by the New Panama Canal 
Company, with his own assent to the United States Government to 
transfer to the latter all its rights and property as well an its maps 
and records in Paris, for the sum of 440,000,000; 

Whereas it appears from the documents in the case that such request 
should be granted; 

For these I'easons: 

Confirms, so far as the liquidation of the Universal lnt«roceanic 
Panama Canal Company is concerned, the offer made by the New Pan- 
ama Canal Company, with the assent of the liquidator to the L^nited 
States Government, to transfer to said Government the whole of the 
property and rights owned by the New Panama Canal C/ompany ou 
the Isthmus of Panama, as well as its maps and recxjrds in Paris, for 
the sum of ^0,000,000 {i. e., about 205,01.10,000 francs), said offer to 
remain in force until March 4, 1903, the actual proceeds of the sale to 
be divided according to the award made by the arbitrators, subject to 
the modification to be secured from the Government of the Republic 
of Colombia as to articles 21 and 22 of the concessionary contract. 

Orders this decree to be published according to the act of July 1, 
1893. 

(Signed) Ditte and Barui^. 

Done and decreed by Messrs. Ditte, president; Monier, vice-presi- 
dent; Le Berquier, judge; in the presence of Messrs, Chauvin and 
Planchenault, special judges; Rome, substitute for the attorney for 
the Republic, assisted by Barue, clerk, on Wednesday, March 19, 1902. 

In consequence of the above, the President of the Republic of 
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France instructs and directs ail slieriffs, when iequest<^d, to enforce 
the above decree, attorneys-general and the attorneys for the Republic 
in the courts of firat instance to give them assistance, and all toin- 
mandei-s arid officers of the public force to give them the aid of arms 
when legally reqiiested. 

In witness whereof the minute of this decree was signed by the 
president and the clerk. 

Recoi-ded at Paris April 2, 1902, folio 86, division 11. Received 
9 francs 38 centimes. 

(Signed) Bartoszewski. 

By the court: 

(Signed) Floquet. 

EXBIBIT S. 



verx'is > First chamber, first section. 3d July, 1902. 

DONNADIEU. ) 

The civil tribunal of first instance of the department of the Seine, 
sitting in the palace of justice at Paris, ha.s rendered in public session 
of the first chamber of that tribunal the following judgment: 

Session of Thursday, the 3d of July, 1902. 

Between M. Gautixjn. liquidator of the Universal Company of the 
Interoceanic Canal of Panama, residing at the headquarters of the said 
company in liquidation, 42 rue Chaussee d'Antin, defendant in tii-rce 
opponitum, appearing, submitting brief and arguing by Me. Thifiblin, 
advocate, assisted by Me. de Bieville, solicitor, on one part, 

And, first, the New Panama Company, an anonymous company, 
having its headquarters at Paris, rue Ijouis le Grand No. 7, acting 
through its president and the membei's of its council of administra- 
tion, plaintiff, appearing and filing a brief by Me. Dubourg, solicitor, 

Second. M. Kmmanuel Donnadieu, proprietor, residing at Chateau 
de Hlomac {AudcV tier'< opmminf^ defendant, appearing and submitting 
brief bv Me. Caillet, solicitor, 

Thii-Q. M. Ijemarquis, residing at Paris, 8 rue Louis le Grand, act- 
ing in his own name and ub mandataire of the bondholdei-s of the com- 
pany of the Int«roceanic Canal of Panama, intervener, apix'aring and 
submitting brief by Me. Charneau, solicitor, on the other part; without 
their said present charactei-s being able to prejudice in any mannei' 
the rights and respective interests of the parties. 

POINTS OF FACT. 

1. Tierce opposiilim.- — M. Donnadieu claiming that he was a creditor 
of the company in liquidation of the Interoceanic Canal of Panama, for 
a principal sum of 135,62-1: francs 99 centimes, and the interest on said 
sum, by virtue of a judgment of this tribunal of January 2.5, 1.S93, 
confirmed by a decree of the court of Paris of June 29, 1893, both 
recorded; that the liquidator of the Panama Canal Company had con- 
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tributed to an anoDymous uomjjany called the New Panama Canal 
Company, in June, 18^4, by agreements approved by judgnaents 
recorded here June '2ii and August 8, 1894, the concession of the canal, 
the works executed on the Isthmus, the materiel, the plans and draw- 
ings, the rights of the company in liquidation as to the Panama Rail- 
road, etc., tor the price of 60 per cent of the profits to arise from 
carrying on the canal; that the new company had, in January, 19t)a, 
made an offer to sell to the Government ot the United States of Amer- 
ica for $40, 000, 000, the totality of its properties and rights on the 
Isthmus and its plans and archives, that is to say, what the liquidator 
had contributed; that M. (iautron as liquidator had given his consent 
to that offer and had asked the approval of it by the tribunal, which 
had be«n accorded by judgment of March 19, 190SJ, in conformity with 
the law of July 1, 1893; that according to the provisions of article 11 
of the said law M, Donnadieu had a right to attack by tierce opposi- 
tion that judgment of approval and that he intended to make use by 
the present proceeding of that right; that in effect there were sub- 
mitted to the approval of the tribunal by article 10 of the law of July 
1. 1893, all acts in realization of assets, all contrat^ts carrying a cession 
or contribution of the whole or part of the isorapany's assets, pi-o- 
ceeding from the liquidator of the Universal Company of the Inter- 
oceanic Canal of Panama; that the offer made to the Government 
of the United States did not emanate from the liquidator of the Uni- 
versal Company, but from the new company; that it did not carry and 
will not carry a c«ssion of the assets of the Universal Company in 
liquidation, smce the properties offeied had already been ceded by the 
liquidation of [toij the new company by the appi-oved contribution 
made to it by the liquidation in June, 1894; that in considering as a 
cession of part of the assets of the company in liquidation the consent 
given by the liquidator to the offer made by the new company, an 
assent which constituted undoubtedly the abandonment of important 
rights, the approval thereof could only be asked and obtained after 
agreement made between the new companv and the liquidator to regu- 
" late the conditions of that cession and hx the price of tne compensation 
for the rights ceded; that such an agreement, which would itself be a 
subject for approval, did not appear to exist; that, in any case, it was 
not such an agreement which bad been approved; that such an agree- 
ment was. not examined at the time of the judgment of March 19, 1902, 
«nd could not be, as was intended by the law of Julj' 1, 1893 (Art. II), 
discussed before the tribunal by the creditors of the liquidation; 
that, consequently, there was no subject-matter for approval and 
the judgment of 19 March, 1902, should be set aside; that, on the 
merits, as an additional point, the tribunal should not have 
approved the offer of the cession which the new company was without 
power to niake; that, indeed, the new company, an anonymous com- 
pany and a moral person had life and power only within the limits of 
its by-laws and had not the power to carry on operations not comprised 
within the objects of the company: that articU? 20 of the by-laws of 
the new company limits the objects of the company to the construction 
and carrying on of the canal and its accessories; that consequently the 
company had not the right to sell what it was its business to carry on, 
to perform an act which not only was outside of its object, but even 
rendered it unable to carry out that object; that the assent of the 
liquidator could not give it power in this respect; that the power of 
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the company depended on its by-laws, and that the wmimnT could not 
alter them, and in that way acquire the power which it facked; the 
general law and the company cx>mpact itself (art. 60) forbade the altei-a- 
tion of its object in its essence, a fortiori the suppression of it; con- 
sidering also, and as tm additional point, if the company had the power, 
it had not the right to sell the canal; that, indeed, this canal and its 
accessories had been contributed to it by the liquidation in exchange, 
especially, for the gi-anting to it of 60 per cent of the profits to arise 
from carrying on the canal; that the new companj' could not, conse- 
quently, suppress the remuneration promised by it to the contributor 
by suppressing the source of the benelits to be divided and by replac- 
ing them with the price of the sale, over which the by-laws did not 
give any right to the contributor. 

Considering that the disposing part of the judgment of the IHth of 
March, 1902, in saving that the ultmiate price of tne cession should be 
divided conforma'bly to the decision of the arbitrators, left it to be 
understood that this question had been submitted to a tribunal of arbi- * 
tration, but that theie wan in this a violation of article S of the law of 
the 1st of Julj'. 1893, which provides that all acts proceeding from the 
liquidator should be placed before the civil tribunal of the-Seine, and 
that the tribunal ought not indirectly to sanction by its judgiuent this 
violation of law. 

Considering that the plaintiff was a creditor of the liquidation of the 
Universal Company, which had contributed the canal to the new com- 
pany; that he was interested in maintaining the conditions of that 
contribution, which was made in his interest and had been made in 
conformity with the law of July 1. 1S93, passed to protect him; that, 
after a judgment of approviU designed to protect his rights, he was, 
accordingly, justified in requiring resi>ect for the by-laws, which were 
the guarantee of third persons, as well as the, rule for the associates, 
the execution of the contract of contribution and obedience to the 
law; that he had then a right to oppose the approval of a combination 
which violated at once the by-laws, the contract, and the law. 

Considering, on the other hand, that it is proper to remark that the 
new company after having proclaimed and caused to be established by 
the most erninent engineers the possibility of consti-ucting the canal 
and of obtaining profit from it, liad never made the least effort to 
accomplish its work; that it appeared nevei' to have thought of any- 
thing but to assuie to its stockholders the reimbursement of their 
shares, and the sale to the United States was notundertaken by it except 
because it wished to procure, not only that reimbursement, but also 
very important profits; that such a result would not be reached except 
by a sacrifice of the creditors of the liquidation reduced to the receipt 
of an insignificant dividend for the benefit of financiers who, it should 
not he forgotten, had paid up the shares of the new company which 
they held, not with their own funds, but with those which they had 
improperly received from the new (?) company and which the courts had 
condemned them to reimburse; that this enrichment of themselves to 
the detriment of the liquidation would, besides, be obtained at the 
price of the abandonment of an undertaking rightly called national; 
tinit thus, then, and from all points of view, there should not have 
been an approval. 

Done by document of Thiellement, bailiff at Paris, dated April ^3, 
l'J02, to make summons on M. Gautron.'as li<iuidator above mentioned. 
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to Bfipear within eighteen full days, as by law allowed, and thixjQgh 
the aio of the solicitor constituted duly before the president and |udges 
composing the civil tribunal of the Seine sitting at the palace of justice 
of Paris at 11 o'clock in the morning, in order, for tlie reasons above 
given: 

[Asks of the tribunal] to have M. Donnadieu admitted as tiers 
opposant to the judgment of the 19th of March, 1902, to declare that 
the offer made by the Universal Company (sic) to the Government of 
the United States of America was not susceptible of approval accord- 
ing to the provisions of article 10 of the law of July 1, 1902; as an 
additional point on the merits, to declare that the ultimate cession 
of the canal by the new company was beyond the powers of that com- 
pany; to declare that the cession offered violated the by-laws of the 
new company and the rights which belonged to the liquidation of 
the Universal Company in consequence of its contribution; to declare 
that the liquidator had not been and was not able to carry a matter 
tending to cause his rights to be respected before any other tribunal 
than the civil tribunal of the Seine, especially before the tribunal of 
arbitration; to declare that the cession offered was contrary to the 
rights and the interests of the creditors of the liquidation of the Uni- 
versal Company of the Intei-oceanic Canal of Panama. Consequently, 
to declare, as a' matter of law and on the merits, that there should not 
have been the approval, asked for by Gautron as liquidator so far 
as concerns the liquidation of the Universal Company, of the offer 
made by the new Panama Canal Company, with his assent, to the Gov- 
ernment of the United States of America, of all the property and 
rights on the Isthmus of Panama, together with the plans and archives 
of Paris for $40,000,000, Consequently, to set aside purely and sim- 
ply the judgment of March 19, 1903, to which the tierce opposition 
was made; and to condemn M. Gautron as liquidator in the costs. 
Upon this summons, which contained the constitution of M, Caillet, 
solicitor for M, Donnadieu, M. de Bieville was constituted solicitor 
for M. Gautron as liquidator by act done at the palace on the 28th of 
April, 1902. 

II. The demand of release from the prohibitions against the sale of 
the Panama Canal. 

The New Panama Canal Company- claims that accoi'ding to tlie act 
done out of court, through Thiellement, bailiff of Paris, dated the 18th of 
February, 1902, appearing by copy, M. Donnadieu had made prohibition 
to the plaintiff company to proceed with the sale of the canal of Panama, 
of the concession, and of its accessories, with the declaration that, in 
default of the said company's acceding to this prohibition, he would 
proceed by all legal means a^ well a^iinst it as against the proper public 
authorities of the United States of North America, to have established 
adjudged and sanctioned the invalidity of the proposed sale; that, on 
the other hand, according to another act done out of the court through 
the instrumental it J' of the same bailiff, dated February 2, 1902, served 
upon the aml)assador of the United States as representative of the 
Government of the United States of North America, as appears from 
the notitieation made to the plaintiff by copy of the said document, 
through Thiellement, bailiff, dated the 2t!th of February. 1902, 
appearing by copy, the said M. Donnadieu declared that he opposed 
the cession of the canal of Panama, declaring that if, notwithstanding 
his protestation, agreements concerning that cession wei-e concluded, 
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he would contend for their invalidity, and would proceed before all 
competent jurisdictiony to have such invalidity adjudged and sanctioned; 
that, moreover, by the tenns of the aforesaid notification made to the 
plaintiff company by document of Thiellement, bailiff of Pai'is, of the 
26th of February, 1!NI2, M, Donnadieu declared that he summoned 
the administrator of the New Panama Canal Company to bring to the 
knowledge of the stockholders of the said company in the general 
meeting convoked to deliberate on the project of the cession of the 
canal to the United States, his protestation and the document above 
mentioned, 8erve<l at his request by M. Thiellement, bailiff of Paris, 
on the i8th of Februair, 1W2; that by the notification addressed to 
the ambassador of the United States, "M. Donnadieu caused, without 
right, grave prejudice to the new company by paralyzing the ultimate 
exercise of an indisputable right; that the reasons given by M. Donna- 
dieu do not bear examination; in the first place, J-J. Donnadieu. in his 
pretended character as creditor of the liauidation of the Universal Com- 
pany of the Panama Canal, could not allege the existence of any legal 
tie between him and the New Panama Canal Company, which is not his 
debtor, of which he is not a bondholder; that the defendant has not, 
then, any character authorizing him to invoke either the by-laws of 
the New Panama Canal Company under the general principles of law in 
order to interfere in the carrying on of the company and to interpose 
himself between the plaintiff company and third persons with whom it 
may have occasion to carry on business, nor any character authorizing 
him to invoke the agreement which took place between the new company 
about to he formed and the liquidation of the Universal Company based 
upon the indebtetlness of the latter to him, except on condition of estab- 
lishing that the liquidation was not (sic) injuring the rights derived by 
it from this agreement: that the contrarv wasdemonstrat<>d by the agree- 
ment between the two companies, which agreement was sanctioned 
bj-_a judgment rendered in thechamberof the council of the civil tribunal 
oJ the Seine the l))th of Maifh, 1902, duly re(»rded, binding on him in 
conformity with the law of July ], IRWH; considering, moroever, and 
as an additional point on the merits, that the by-laws of a company, 
in the part which determines the object of the company, are not and 
.'an not be in conti-adiction to a decision of the general meeting which 
puts an end by alienation to that object; that by such a decision the 
general meeting did not transgress or modifj' the company compact; 
that, on the other hand, the contributor of property in kind to a com- 
pany about to be formed, the author of stipulations relative to that 
contribution, remained the sole judge of the consequences which the 
alienation by the company of the property contributed might carry 
with it, as affecting the original stipulations; that, in the present case, 
the consent of the liquidator of the Universal Company having been 
obtained and t^pproved by judgment. whi<-h gave him power as has 
been said aliove, no one of those inteivsted in whatever way in the said 
liquidation could l)e admitted to criticise or contradict that assent, 
except under the conditions and within the time and according to the 
formsprovidedliy the lawof thelst of July, 1893; that M. Donnadieu, 
in contempt of those provisions, had committed an act of unjustitiable 
agression against the new company by the notification of the 26th of 
February, 1902, to the ambassador of the I'nited States; that this 
proceeding was purely vexatious; that it had caused and would 
cause hereafter a very grave pi'cjudice to the company; that this 
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aggression should be severely condemned and reparation ordered 
commensurate with the injury. Done by document of Viequet, 
bailitf at Paris, dated the 26th of April, 1902, duly recorded, notify- 
ing to M. Emanuel Donnadieu, proprietor abo^e named, and summon- 
ing him to appear within eight full days and the additional time 
allowed for distance, and by tne instrumentality of the solicitor con- 
stituted before the president and the judges composing the civil tribu- 
nal of the Seine sitting in the palace of justice at Paris, at 11 o'clock 
of the morning, for the reasons above stated [asks the tribunal]: 
to have it declared and adjudged that M. Donnadieu was without 
character authorizing him to serve the Crovernment of the United 
States in the pei'son of its ambassador at Paris with the docnment of 
the %th of February, 1902; to have it declared and adjudged in addi- 
tion that M. Donnad,ieu was without just grounds for the said act; to 
have a release, purely and simply, as far as may be necessarj', from 
the pi"ohibitions contained in tne said document as well as in two other 
documents served upon the New Panama Canal Company, one dated 
the 18th and the otlier the 2(!th of February, 1902; to declare them 
null and void and of no effect; to have M, Donnadieu condemned to 
make reparation for the injury done, upon a statement of the damages 
to be hei'eafter furnished; to have him condemned to the payment of 
10,000 francs provisionally; to have M. Donnadieu condemned in all 
the costs. On this summons, which contains the constitution of Me. 
Duboui'g as solicitor of the plaintiff company, Me. CatUet, solicitor, 
was constituted for M. Donnadieu by act done at the palace on the 3d 
of May, 1902. By instrumentality of Me. Dubourg, a record was 
drawn up and the cause inscribed on the general roll of the clerk's 
office, was distributed to this chamber, befoi-e which Me. Dubourg gave 
notice to Me. Caillet, solicitor of M. Donnadieu, by a document of 
the palace, dated the ISth June, 1902, for the audience of Wednesday, 
11th of June, 1!)02. At this audience Me. Caillet submitted a brief 
as to the exceptions taken and afterwards a brief on the merits, where- 
upon the matter was placed on the roll of this chamber. 

III. The joining of the causes and the intervention of M. Leraarquis 
as niandataire. 

Me. Caillet. solicitor of M. Donnadieu, not following up the tierce 
opposition, M, De Bi^ville. by document of the palace dated 7th of 
June, 1902, seived upon Me. Caillet and Dubourg a brief asking that 
it plight please the tribunal: 

Considering that the judgment rendered in the first chamber of the 
civil. tribunal of the Seine the 19th of March, 1902, approved, as far 
as concerned the liquidation of the Universal Company of the Inter- 
oceanic Canal, of Panama, the offer made by the new companv, with 
the assent of the liquidator, to the Government of the United States 
of America to cede to the said Government alt the properties and 
rights belonging to the new company on the Isthmus of Panama, ai* 
well as the plans and archives at Pai'i.s, for the price of i40,000,0(Hi 
{205,(J00,00O francs or thereabouts), the said offer to remain good 
up to the 4th of March, 1903, the ultimate price of the cession to be 
divided conformably to the decision of the arbitrators and with the 
reservation of alterations to be obtained from the Government of 
the Republic of Colombia so far as concerns articles 21 and 22 of the 
contract of concession; considering that this judgment was published 
conformably to the law of the 1st July, 1893; considering that M. 
Emmanuel I>onna<lieu, calling himself a creditor of the new company 
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of the Interoteanic Canal of Panama, entered tierce opposition to 
the judgment; that htf asked of the tribunal to declaie formalh- that 
the otier made by the new company to the Government of the United 
States was not susceptible of approval according to the terms of 
article 10 of the law of July 1, 1S93; that he asked, additionally, 
a declaration of the invalidity of the ultimate cession of the canal 
by the new company as beyond the powers of that company and 
made in violation of the by-laws of the new company, of the rights 
which belong to the liquidator; that, consequently, he demanded 
of the tribunal to set aside purely and simply the judgment of 
the 19th March, 1902, attacked by tierce opiK>sition; but, considering 
that M. Donnadieu was a creditor of the liquidation of the Universal 
Company of the Interoceanic Canal of Panama in the character of a 
subscriber to or holder of bonds; considering that the right to enter 
tierce opposition to the judgment rendered in conformity with article 
10 of the law of July 1, 1893, did not belong to him; that article 10 
of the said law provided that every judgment of approval should be 
published, and that it could be attacked by tierce opposition within a 
month from the publication, by the Btockholdei-s, by the maiidataire of 
the bondholders, and by the other company creditors: that thus the 
holders of the bonds were excluded from the right of entering tierce 
opposition; that this is reserved in the general intciest to their man- 
dataire; considering that M. Lemarquis, acting nnder responsibility 
and under the control of the tribunal, has entered no tierce opposition 
to the judgment of the 19th of March, 1902; that under these circum- 
stances tierce opposition was closed to the bondholders represented by 
their mandataire; considering that, on the othei' hand, no other tierce 
opposition was entered to the said judgment either on the part of the 
stockholdersoronthepartof the company's creditors; that, under these 
circumstances the judgment of the 19tn of March, 1902, regularly 
published, became definitive; for these reasons [asks the tri})imal] to 
declare M. Donnadieu, in his character of subscriber to or holder of 
bonds of the Universal Company of the Interoceanic Canal of Panama, 
inadmissible to make tierce opposition to the judgment of the 19th of 
March, 1902, and to condemn him to the costs, out of which t<» be 
allowed the fees of Me. De Bi^ville, solicitor. 

By the instrumentality of Me. de Bieville this brief was submitted, 
and, after being noted at the clerk's oflice, was deposited in this cham- 
ber, befoi'c which Me. de Bi4vi!le gave notice to Me. Caillet, by docu- 
ment of the palace dat«d the 11th June, 1903, for the audience of 
Wednesday, the 18th of June. At that audience Me. Caillet submitted 
a brief on the exceptions and a brief on the merits, whereupon the 
matter was put on the roll of the chamber. By document of the 
mlace of the 23d of June, 1902, Master Caillet served on Me. de 
Bieville, solicitor, a brief asking that it might please the tribunal: 

Considering tlmt the liquidator of the company of the Inteixjceanic 
Canal of Panama only opposed the tierce opposition entered by M. 
Donnadieu to the judgment of approval of the lllth March, 1902, by 
an objection of inadmissibility; that he claimed that M. Donnadieu was 
a bondholder and had not, in that character, the right to enter tierce 
opposition; that the exercise of this right and of all others belonged only 
to the mandataire whom the law imposed upon the holders of bonds; 
that be added that M. Lemarquis not having made use of the right of 
tierce opposition, the judgment of the 19th March, 1902, became detini- 
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five; but, considering thatM. Gautron, as liquidator, commits, in these 
propositions, the double error of fact and of law; considering, as a 
matter of fact, that M, Donnadieu was nota bondholder; that by judg- 
ment of the civil tribunal of the Seine of the 25th of Januarj-, 1893, 
confirmed by the decree of the court of Paris of the 39th of June, 
1S93, the conti-act of loan as between M. Donnadieu, of the Panama 
Oanal Company, had been rescinded as against the borrowing company, 
which had been condemned to the reimbui'sement of the sums due from 
it in consequence of that rescission; that M. Donnadieu was not, there- 
fore, a holder of bonds, voided representatives of a canceled contract, 
but a creditor by virtue of the judgment and decree above referred to; 
that he has, then, remained master of his rights and was not repre- 
sented as to the exercise of them by a legal mandataire of the holders 
of bonds; that, moreover, even had M. Donnadieu remained a holder 
of bonds (which he has not), he would not less have the right to enter 
tierce opposition; that the law of July 1, 1893, article 2, provides that 
every bondholder shall have the right to institute individuall)' and at 
his risks and perils any suit which the mandataire shall have refused 
or neglected to institute within a month following the notification to 
him to proceed; that by document of the 19th of February, 1902, 
M. Donnadieu, after having notified M. Lemarquis of the prohibition 
which he had caused to be served upon the New Panama Canal Company 
against selling the canal and its concession, had summoned the said 
Lemarquis to take all useful measures to prevent the consummation 
of the projected sale, declaring to him that, in default of his opposing 
the proposed sale and even in concurrence with him, M. Donnadieu in- 
tended, by all legal means, by all useful proceedings, to oppose the said 
sale; that, consequentlj', and even if (which is not so) M. Donnadieu 
was represented ov M. Lemarquis, he would have the right to make 
use, in default of his having done so after being notified to proceed, 
of the right of action contemplated and provided for by the law of 
July 1, 1893, in the case provided for by articles 10 and 11 of the 
said law, and which, in the present instance, tended to prevent the 
projected sale of the canal to the United States of North America; 
that, consequently, the tierce opposition of M. Donnadieu, from what- 
ever point of view regarded, was admissible; that the objection of 
inadmissibilitv made by the liquidator should be rejected; consider- 
ing that the judgment of approval of the 19th of March, 1902, to 
which tierce opposition was made, was rendered upon the considera- 
tion of the decision of the arbitrators which fixed the manner of 
division of the^price of the canal, a decision which the judgment con- 
templates in its disposing part; considering that this decision should 
be turned over to the discussions upon the tierce opposition, for 
the reason that it was communicated to the tribunal m support of 
the request for approval; that it presented, moreover, a capital point 
of interest with regard to the decision to be arrived at, the interest of 
the creditors to accept or reject the proposed cession depending in 
great part on the profit which might result for them and especially on 
the pi'oportion of the price which would be reserved to them; consid- 
ering, however, that, notwithstanding all friendly efforts and especially 
a summons dated the 20th of June, 1902, M. Gautron, as liquidator, 
refused to communicate to M. Donnadieu that decision of the arbitra- 
tors; that he should have been compelled to make that indispensable 
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communication; for the«e reasons [asks the tribunal] to declare Gau- 
tron as liquidator without jiiat grounds for his point of inadmissibility; 
to declare the tierce opposition admissible, and, before proceeding to 
the merits, to declare tnat upon the day for the judgment to be ren- 
dered G-autron as liquidator shall be bound to communicate to M. Don- 
nadieu in due form the decision of the arbitrators adduced by him in 
support of his request for approval and considered in the disposing 
part of the judgment of the 19th March, 1902, to which the tierce 
opposition has been made, on pain of 500 francs per day for delay, 
atter which a decision to be rendered; to declare that, until such com- 
munication shall have been mode, a hearing should be refused to said 
Gautron as liquidator; and to condemn him in the costs of that inci- 
dental proceeding, with the fees of Me. Caillet, solicitor. By docu- 
ment ot the palace of justice dated the SJ5th June, 1902, Me. Caillet 
served on Me. Dubourg, solicitoi-, a brief asking that it might please 
the tribunal: 

Considering that the New Panama Canal Companj' desired to have 
it adjudged that M. Donnadieu was, first, without character or stand- 
ing; second, without legal right to make opposition to the sale of the 
canal to the United States; that it contends that the notifications, pro- 
tests, and prohibitions made on his request constituted acts of unjusti- 
fiable vexatious aggression, that had caused an Injury for which it 
demanded reparation; considering that M. Donnadieu acted in virtue 
at once of his right which was personal to him, and by way of exer- 
cising the rights of the liquidation of the Universal Company, his 
debtor. 

Sec. I. Considering that the by-laws of anonymous companies were 
not made merely to regulate the rules of the associates among them- 
selves; that they are also the law of the company with regard to third 
persons; that the publicity required for by-laws has no other raison 
d'etre; considering that, on the other hand, anonymous companies, 
associations of capitals, excluding alt notion of persons, have no active 
life or power except within the hmits and within the objects which the 
by-laws creating them determine; that outside of those limits an anony- 
mous company has no existence or power, and the acts which it con- 
cludes are radically void; that this voidness is absolute and can be 
invoked by anyone interested who has the character or standing to do 
this by the mere fact of his interest; that Donnadieu had, consequently, 
the character to ask to have pronounced the invalidity of the sale of 
the canal consented to by the new company, because that sale deprived 
him of 60 per cent of the profits of carryme on that canal reserved to 
the creditors of the Universal Company; fliat he had a character to 
protest against the project of such a cession, to oppose its realization; 
considering that the new company recognized that, in principle, Don- 
nadieu was admissible to make use on behalf of the LTnivei-sal Com- 
pany, his debtor, of the right of action which the latter derived from 
its contribution, but that it contended that, in fact, he was not In a 
position to make use of it, the liquidator having made use of that right 
of action in consenting to the cession of the canal; but considering that 
Gautron as liquidator, far from having made use of the rights given 
him by the stipulations concerning his contributions, had, on the con- 
trary, abandoned them in consenting to the cession of the canal; that, 
consequently, Donnadieu was undoubtedly admissible to exercise the 
8751—02 6 
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neglected rights; considering that it remains to be shown that Donaa- 
dieu had Just grounds for instituting his two proceedings. 

Sec. IL Considering that the new company recognized that its object 
was to carry on and not to sell the vanal, but that it contended that it 
had nevertheless the right to sell because the sale put an end to the 
object of the company, and therefore did not entail any modification 
of that object; but considering that this is a mere juggling with words; 
that the company had power and capacity only to carry out its object; 
that in to .say, to construct and carry on the canal; that it had none to 
take a profit out of selling it; that the sale was possible only after a 
regular dissolution of the company, by an act of liquidation and in 
realization of the assets, but that the stipulation.'^ concerning the con- 
ditions of the contribution of the canal had not permitted, and did uot 
permit, the comimny to dissolve itself and to abandon, in the actual 
state of affairs, the construction of the canal, to the detriment of the 
contributor and of those in privity with him; that the sale was, there- 
fore, impossible and did not come within the powers of administration 
and of aisposition belonging to the company life. 

Sec. 111. Considering that, in violating the stipulations concerning 
the contribution of the canal, and injuring the rights of the contributor 
and of his creditors, which the new company does not even attempt to 
deny or to explain away, it seeks only to take refuge behind the 
exception of inadmissibility drawn from the judgment of approval of 
the 19th of Marcli, 1902, and from the law of July 1, 1893; but con- 
sidering that the judgment of the 19th of March, 1902, was rendered 
only after the notifications which are here criticised of the 18th, 19th, 
and 26th of February, 190ii; that it could not then diminish or sup- 
press the rights whicL M. Donnadieu had to make those notifications; 
considering, on the other hand, that the approval contemplated by the 
law of July 1, 1893, providing solely for the case of a cession coDseuted 
to by the liquidator of the whole or a part of the assets of the liquida- 
tion, can not govern a contract which is only to take place between the 
United States and the new company, nor allow to the latter or the 
liquidation, with which there was no contract of alienation of assets, 
advantages made for the benefit of its creditors; that Donnadieu who 
had, besides, attacked the judgment of the 19th of March, 1902, 
by tierce ojiposition had therefore just grounds to make use of the 
right of action which the liquidator deserted and to attack at need, by 
virtue of article 1167 of the Civil Code, the gratuitous abandonment 
consented to by the liquidator of the advantages which constitute almost 
the only important assets coming to the creditors. For these reasons 
fajsks the tribunal] to declare that in making the notifications which 
have been criticised M. Donnadieu was only making use of his rights; 
to declare that M. Donnadieu was jwrsonally adiuissi hie to take aavan- 
tage of the lack of power in the new companv to cede the canal; to 
declare that M. Donnadieu was admissible, iJy t&e terms of article 1166 
of the Civil Code, to make use of the rights neglected by the liqui- 
dator, his debtor; to declare that he is also admissible to attack, by 
virtue of article 1167 of the same code, the abandonment of his rights, 
by his debtor; consequently to declare that the new company, consti- 
tuted to construct and carry on the canal is without power to dispose 
of it by alienation; to declare, consequently, null and void the offer of 
cession proposed to tlie United States of North America; to declare 
that the new cotnpanj' is without right to free itself from the price 
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due from it by reason pf the contribution of the canal by selling the 
canal to a third person who would obtain all the benefits of it; to 
declare, from this new point of view, the offer of cession of the canal 
null and void; to reject all the requests, points and arguments of the 
new company, and to condemn it in all the <!osts, allowance therefrom 
to be made of the fees of Me. Caillet, solicitor. By document of the 
Palace of the 25th of June, 1902, Me. Charneau served on Me. Caillet 
and Me. De BieviUe a brief as to intervention, in which he constituted 
himself as representative of M. Lemarquis, mandataire, and asking 
that it should please the tribunal: 

Considering that Lemarquis, as mandataire of the Panama bond- 
holders, properlv intervenes in the pending case between M. Gautron 
as liquidator and M. Donnadieu; considering that the cession proposed 
to the United States of North America, to which M. Gautron has con- 
sented, is favorable to the interests of the bondholders, for these reasons 
[asks the tribunal] to admit M. Charneau as solicitor for M. Lemarquis 
as mandataire; to admit M^. Lem.arquia' inte^'vention in joining in with 
the amclnsiotta mhmitted by the liquidator and in approving fully the 
understanding entered into het^veeii the liquidator and the New Panama 
Company with the object ofinaking a cession of the enterprise to the 
Government of North America for the sum of $^,000,000, and to allwc 
the cotfts of suit as may be proper. 

By document of the Palace dated June 28, 1902, M. Caillet served 
on MM. Charneau and de Bi^ville a brief, asking that it might please 
the tribunal: 

As to the intervention of M. Lemai-quis, considering that M. Lemar- 
quis justifies his intervention upon this single ground, quoting his own 
words, " Considering that the proposed sale to the American Govern- 
ment, to which M. Gautron has assented, is favorable to the interests 
of the bondholders;" considering that the tribunal, in order to decide 
concerning the admissibility of this intervention, ought to examine the 
interests on which is founded the intervention; that in this case that 
interest, as M. Lemarquis says, proceeds from the advantage of the 
proposed cession; that the tribunal then finds itself forcibly called upon 
to examine if the proposed cession is or not favoi-able to the bond- 
holders and all other creditors, such as M, Donnadieu; that this exam- 
ination requires the production of the papers concerning the said 
cession, and consequently the communication to the parties in 
papers which the tribunal saw before rendering the judgment of 
approval of the 19th of March, 1902; papers with which M. Lemar- 
quis was, of course, acquainted, but the communication of which 
to M. Donnadieu was refused. For these reasons before reaching a 
decision, either with regard to the admissibility, or on the merits, of 
the intervention of M. Lemarquis [asks the tribunal] to declare that 
the papers concerning the proposed cession of the canal and the 
approval given bv Messrs. Gautron and Lemarquis to that cession, 
especially the arbitration decision considered in tlie disposing part of 
the judgment of March 19, 19112, shall be in legal fonu communicated 
to M. Donnadieu, and this on pain as against Messrs. Gautron and 
Lemarquis of constraint by a fine of 500 riTinc« per day of delay, dur- 
ing a month, after which judgment to be rendered; and to condemn 
them in solido to the costs, allowing therefrom the fees of Me. Caillet, 
solicitor. After several postponements the cause has come on to be 
heard at the session of this da}'. At this audience t]ie ailvocates of the 
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parties, assisl^d by their solicitors, have presented themselves at the 
bar, have restated and enlarged upon the points previously submitted 
by them, and have asked iudgment for their respective cfients. The 
public attorney has been heard as to his views. In this state of the 
matter, the cause presents for adjudication the followint; questions; 

POINTS OF LAW. 



Should the tribunal admit M. Donnadieu as tiers opposant to the 
judgment of the 19th of March, lit02'< Doing so, should it declare 
fornmily that the otfer made by the new companv to the Government 
of the United States of Americii was not suseeptii>le of approval under 
the terms of article 10, of the law of July 1, 181)3? 

As a subsidiary matter, on the merits, should it declare that the ulti- 
mate cession by the new company is beyond the powers of that com- 
pany; declare that the cession odered violates the by-laws of the new 
company and the rights belonging to the liquidation? Should it 
declare tliat the liquidator had not been and was not able to make use 
of a proceeding tending to secui-e respect for his rights befoi-e any 
other tribunal than the civil tribunal of the Seine, and especially before 
an arbitration tribunal? Should it declare that the cession offered waa 
contrary to the rights and to the interests of the creditors of the liqui- 
dation of the Universal Company of the Interoceanic Canal of Panama? 

Should it say, consequently, that there was no warrant, either as to 
form or on the merits, for the approval asked by Gautron as adminis- 
trator so far as concerns the lic[Uiuation of the said Universal Company 
of the offer made by the Universal Company of the Panama Canal, 
with his consent, to the Government of the United States of America, 
of all its property and rights on the Isthmus of Panama, as well as the 
plans and archives at Pans, at the price of $iO,0(.)0,000 ? 

Should it, consequently, set aside purely and simply the judgment 
of the I'Jth of March, 1902. to which tierce opposition was made I 

Should it. on the contrary, declare Donnadieu, in his character of 
subscribe!' to or holder of bonds of the Univeiisal Company of the 
Interoceanic Canal of Panama, inadmissible to make tierce opposition 
to the judgment of March Ifl, l»0'M 

As to the demand for i-elease from prohibitions to the sale of the 
Panama Canal, should the tribunal declare and adjudge that M. Donna- 
dieu was without character or standing to serve on the Government of 
the United States, in the person of its ambassador at Paris, the docu- 
ments of the 26th of Febniary (sic), 1902? 

Should it declare and adjudge, additionally, that M. Donnadieu was 
unfounded in the legal gi'ounds alleged for that act* 

Should it order & release, pure and simple, so far as necessary, from 
the prohibitions contained m the said document and in two others 
served upon the New Panama Canal Company, one dated the 18th and 
the other the 26tb of February, 1902? 

Should it declare theqi null and of no effect? Should it condemn 
M. Donnadieu to repair the injury caused, upon a statement of the 
damages to be afterwards furnished ? 

Should it condemn him to the payment of 10,000 francs provi- 
sionally '( 



;dbyG00<^Ie 



PANAMA CANAL TITLE. 85 

Should it, on the conti-ary, dcclave the New Pnnania Canal Company 
iiiadmissible and unfounded in its demand, and reject its 

As to the intervention of M. Leniarquis as mandataire: Should it 
pronounce admissible that intervention as to his joining in the request 
of the liquidator, as to his approving in all respect* the arrangement 
between the liquidator and the New Panama Canal Company with a 
view to the cession to the Government of the United States for the 
sum of ^0,000.(10(1 r 

Should it, on the contraiT. t)efore proceeding to juclgment as to 
the admissibility or merits of the intervention of M. Lemarquis, 
declare that the papers concerning the proposed cession of the canal 
and the approval given by Mesisrs. Gautron and Lemarquis to that 
affair, especially the award of the arbiti-ators, considered in the dispos- 
ing part of the judgment of March 19, lyoa, shall be, in legal form, 
communicated to M. Donnadieu, and this on pain as against Messrs. 
Gautron and Lemarquis in solidoof 5fK) francs per day of delay during 
a month, after which judgment to lie rendered? \Vhat as to costsi 
Record of the case as drawn up and signed by Dp Bi^ville. 

The tribunal having heard, aa to their points and arguments, Gontard, 
advocate, assisted by DulK>urg, solicitor, of the New Panama Canal 
Company, acting through its president and the members of the coun- 
cil of administration: Derche, advocate, assisted by Caillet, solicitor 
of Emmanuel Donnadieu; Henri Thi^blin, advocate, assisted by De 
Bi^ville, solicitor of Gautron, as liquidator; Chameau, solicitor of 
Lemarquis as mandataire: the public attorney having been heard, and 
after having deliberated according to law, judging in ordinary matter 
and in first resort, the causes being united on account of the connec- 
tion between them, and pronouncing by one and the same judfrinent: 

1. A'< to tite interri-ntiim <if Lemarqn-in. — Consideiing that Lemar- 
quis, mandataire of the bondholders of the Panama Canal, is admissible 
to intervene in the present proceeding according to the terms of article 
11 of the law of July 1, 1893. 

2, At to the tierce opposition of Domiadifiu to the judgment ofthh 
chamher of March 19, 1903. — Considering that by the terms of articles 
10 and 11 of the kw of July 1, 1S9S, a judgment of approval, such as 
that of March 19, 1902, can be attacked by tierce opposition only by 
the persons enumerated in the latter of the said articles; that is to say, 
by tne stockholders of the Universal Company of the Panama Canal, 
by the mandataire of the bondholders, and by the other company cred- 
itors of the same company, whence it follows that the bondholders are 
not admissible to make tierce opposition to the said judgment; that this 
inadmissibility results at the same time from the text of article 11, above 
mentioned, and fi-om considering together that article and article 2, 
paragraph 4; that, on one hand, by the terms of article 11, tierce oppo- 
sition is to be put in within not to exceed a month from the publication 
of the judgment, and. on the other hand, article 2, pan^raph 4, only 
permits to the bondholder who wishes to sue individually, where the 
mandataire of the bondholders may have refused or neglected to sue, 
to begin his action within the month which shall follow the notifica- 
tion to sue addi-eased to the mandataire by the liondholder; that the 
irreconcilability of these two periods allowed demonstmtes that the 
law of July 1, 1893, did not give the right of tierce op|K>sition to 
the bondholders of the Universal Compmy of the Panama Canal. 
Considering that Donnadieu is nothing else than a bondholder, not- 
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withstanding his denials: considering that he acted in the proceeding 
whioh terminated in a judgment of this tribunal of January 26, 1893, 
coniirmed on appeal by decree of June ii9. 1893. as holder of: Fii-st, 
241 bonds of the Panama Canal Company, 5 per cent, issued in 1882. at 
437.50 francs, producing an annual interest of ii5 francs and payable in 
seventy-iive years, at 500 francs; secondly, 10 bonds of the same com- 
pany, called 3 per cent, issued in 1883, at 285 francs, produ<!ing an 
annual interest of 15 franca, and payable at 600 francs; thirdly, 15 
bonds, 6 per cent, first series, issued in 1886, at 450 francs, producing 
an annual interest of 30 francs, and payable in forty-two years at 
1,000, by way of di-awing by lot. And that, by the terras of said 
judgment and decree, Donnadieu obtained judgment against the liqui- 
dator for the sums hereinafter stated, being the amounts of the bonds 
of which he was and is yet to-day the holder, to wit: 

First, 105,437 francs 50 centimes, the amount of 241 bonds; secondly, 
629 francs 1 centime, the amount of the sinking-fund payment accrued 
on them; thirdly, the part of the coupons unpaid of said bonds, from 
July 15 to December 14, 1888; fourthly, the sum of 2,850 francs, 
the amount of 10 3 per cent bonds issued at 285 francs; fifthly, the 
sum of 149 francs 80 centimes, the amount of the sinking-fund pay- 
ment accrued on them; sixthly, the portion of the unpaid coupons of 
the same bonds from October 15 to December 14, 1888; seventhly, 
the sum of 6,750 francs, the amount of 15 6 per cent bonds, first series, 
at 450 francs each; eighthly, the sum of 1,569 francs, the amount of 
the sinking-fund payment accrued on them, calculated at 104 francs 60 
centimes ejich; ninthly, the portion of coupons unpaid of the said bonds 
from November 15 to the 14th of December, 1888; whence it follows 
that very far from there having been a novation effected in favor of 
Donnadieu, and the nature of his credit as against the liquidation of 
the Panama Canal Company having been changed, the judgment 
and the decree aforesaid did, on the contrary, settle and sanction, 
in favor of Donnadieu, the credit resulting for him from the bonds 
of which he was the liolder in such way that he remains, since the 
judicial decision, what he was before; that is to say, a holder of 
bonds of the Panama Canal Company, who can act only within the 
limits and under the conditions prescribed by the law of .July 1, 1893; 
considering, moreover, that Donnadieu so well understood this that in 
a former suit brought by him against the liquidator and the legal 
mandatiiire of the bondholders of the Panama Canal Company, a pio- 
ceeding terminated by judgment of this chamber of March 17, 1898, 
Donnadieu presented himself and acted as holder of Panama Canal 
bonds, and as a creditor of tlie said Panama Canal Company in the 
character of subscriber to the bonds above enumerated; considering 
that Donnadieu is no better grounded in invoking, in the said char- 
acter of bondholder of the Panama Canal Company, article 2, para- 
graph 4, whence he claims to draw the right to make use, in his 
mdividual name and at his risks and perils, of the present proceeding 
which the mandataire of the bondholders is alleged to have neglected 
to institute within the month after the notification to do so, which 
Donnadieu claims to have addressed to him by documents by Thielle- 
ment, bailiff at Paris, on February 19, 1902; considering that it results 
from the very text of the points submitted by Donnadieu, that by the 
terms of said document ot February 19, 1902, Donnadieu, after hav- 
ing notified Lemarquig of the prohibition which he had the day before 
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made to the New Panama Uanal Company to sell the t^'anal and con 
cef^sion, summoned Lemarquis to take all useful means to prevent the 
making of the proposed sale, declaring to him that,"in default of his 
(Lemarquis') opposing the proposed sale and even in concurrence 
with him (Lemarquis), Donnadieu intended to oppose it himself by all 
legal ways and all useful suits. Considering that the said notification 
cannot Be considered as fulfilling the reijuirements of article 2, of the 
law of July 1, 1893, as to tierce opposition to the judgment of March 
ly, 15)02, since it preceded hj' a month the verj' judgment to which 
Donnadieu claims to make tierce opposition, in default of Lemarquis 
doing so; considering, conseqiientty, that the tierce opposition of 
Donnadieu to the judgment of Marcn 19, VM2, is not, from any point 
of view, admissible. 

3. As til the demnndofthe Nkw Panama Caitnl Comj^dny against 
Donnadieu for releme frimi tien-e f/ppoxUirm and for dttmages. — Con- 
sidering tliat according to document of Thiellement, bailiff at Paris, of 
February 18, 1902, Donnadieu made prohibition to the New Panama 
Canal Company to proceed to the sale of the said canal, of the conces- 
sion and its accessories, and that, on the other hand, by another docu- 
ment of the same bailiff dated Februarj' 2*1, 19(j2, served on the 
ambassador of the United States, at Paris, as results from the serving 
upon the New Panama Canal Company of a copy of the said docu- 
ment, Donnadieu declared his opposition to the cession of the canal, 
with the declaration that if, notwithstanding his protestations, agree- 
ments concerning that cession should be concluded, he would contend 
for their invalidity and would proceed before all competent jurisdic- 
tions to have that invalidity shown, adjudged, and sanctioned. Con- 
sidering that there exists no legal tie between Donnadieu and the New 
Panama Canal Company; considerinf that it results from what pre- 
cedes tliat Donnadieu, in his said character of bondholder of the old 
Panama Canal Company, Was representi-d in all the negotiations of the 
liquidation of the old Panama Canal Company with the new company 
by Lemarquis, mandataire of the bondholdei's, and that he does not 
even allege that there was between Lemarquis or Gautron and the 
new company anv collusion, which alone would have given Donnadieu 
a right of individual action under article 1167 of the Civil Code; con- 
sidering, consequently, that Donnadieu served without right and abu- 
sively, the notifications out of court of February 18, 19, and 26, 
1902; considering that in serving said documents, and especially 
that upon the amliassador of the L'nited States, he committed a 
wrong and caused the New Panama Canal Company an injury, for 
which he should make compensation, under artide 1382 of the Civil 
Code; considering that the tribunal has at present the data neces- 
sary to determine the extent of the injurv and to estimate the 
amount due therefor. For these reasons it aclmits Lemarquis's inter- 
vention; declares Donnadieu's tierce-opposition to the judgment of 
March 19, 1902, inadmissible and rejects it; declares that Donnadieu 
was without right and without legal character to serve the New Pan- 
ama Canal Company and the Government of the United States with 
the aforesaid documents of February 18, 19, and 26, 1902; allows, so 
far as necessary, a release, pure, simple, complete, and definitive from 
the prohibitions contained in the said documents of Thiellement of 
the 18th, 19th, and 2«th of February, 1902; declares the said prohi- 
bitions void and of no effect; condemns Donnadieu by way of repai'a- 
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tion for the injury caused by him to the New Panama Canal Company 
by the abusive notifications, hereini)efore annulled, to pay to said 
New Panama Canal Company as damages 500 francs; declares the 
imrties, respectively, unfounded in all their other demands and propo- 
»ition» and rejects them; condemns Donnadieu in all the costs, includ- 
ing those of the intervention of Lamarquis; makes allowance in said 
cost* in favor of de BiiSviile, Diibourg, and Charneau, solicitors, as 
requested. 

The minutes of the present judgment have been signed at the end: 
Ditte and Baru^. 

Done and adjudged in public audience of the first chamber of the 
civil tribunal of first instance of the Department of the Seine, sitting 
in the palace of Justice at Paris, by Messrs. Dittc, president; Monier, 
vice-president; Le Berquiev, judge; in presence of Messrs. Cbauvin, 
substitute judge, and Rome, substitute of the attorney of the Kepublic, 
assisted by Baru^, clerit, the 3d Julv, 1902. 

In consequence, the President ot the French Republic commands 
and orders all bailiffs, upon request, to put the present judgment into 
execution; the general public attorney and attorneys of the Republic 
near the tribunals of tirst instance to aid therein; all commandants 
and officers of the public force to lend forcible assistance when law- 
fully requested. 

In faith whereof the minutes of the present judgment have been 
signed by the President and by the clerk. 

On the margin of said judgment is a note of its recording, as follows: 

'• Recorded at Paris the ISitb of July, 1902, folio 2, case S. Received, 
18 francs 75 centimes." 

(Signed) Rech, 

TJie Receive. 

By the tribunal; 

Compared. 

Coquet. 



[Shorthand report maile by the court stenographer [or Uinlteil Slates Department of Justice,] 

Session of 5th of August, 1902, of the court of appeals of Paris. 
M. Lefebvre de Viefville, president; M. Fremont, advocate-general, 

M. Donnadieu 

■o. 

The Panama Canal Company. ) 

argumknt of mastee thieblin. 

I am going to read to you, gentlemen, the judgment which has been 
rendered by the tribunal, the confirmation of which we ask of you. 

M. Donnadieu is a bondholder of the Panama Company; he has 
attacked by way of tierce-opposition the judgment which was rendered 
by the tribunal of the Seine in the month of March, 1902, a judgment 
which authorized the liquidator of the Panama Company to associate 
himself in the negotiations instituted with the New Panama C^nal 
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Company by the Government of the United States for the cession of 
the Panama Canal to the Government of the United States. We have 
asked the tribunal to declare that M. Donnadieu, in the character of 
a bondholder of the Panama Company, was not entitled to make such 
tierce-opposition under the terms of article 11 of the law of 1893, 
which creates a special situation outside of the ordinary law. 

At the same time the New Panama Canal Company summoned M. 
Donnadieu before the tribunal in order to have it declared (M. Don- 
nadieu had put in his opposition to that cession, to that sale, which 
opposition had been notified to divers peraons. by M. Donnadieu, and 
especially to the Government of the United States in the person of 
its ambassatlor, in which notifications be declared that he opposed the 
sale and that he would demand that it should be declared null and 
void) the New Panama Canal Company summoned M. Donnadieu 
before the tribunal to have it declared tnat his opposition was inad- 
missible, that no attention should be paid to it; it demanded a^inst 
M, Donnadieu, a condemnation in damages for the prejudice occasioned 
by the attitude which he had thus taken. 

The following, gentlemen, is the judgment which was rendered by 
the tribunal: 



M, Donnadieu has appealed from this judgment, but he has been 
obliged to recognize that the reasoning of the judgment is altogether 
unobjectionable. It may be summarized as follows: 

The tribunal has passed upon a request made by M. Gautron, as 
liquidator of the old Panama company, to be authorized to sell accord- 
ing to the project, according to the negotiations, to sell in concurrence 
with the new company the concession of the Panama Canal and the 
works which have been accomplished. 

The law of 1893 requires the publication of that judgment, in order 
to give notice to those who might wish to oppose it; but at the same 
time the law of 1893 limits the right of opposition; it limits it in the 
matter of time. Article 11 only permits, in effect, the tieice opposi- 
tion to that judgment to be put in within a month from the date of 
its'publication. After that time all tierce opposition is inadmissible, 
and the judgment has acquired, with regard to all persons, the author- 
ity of res adjudieata. 

The law of 1893 limits the tierce opposition likewise with regard to 
persons. There are only three classes of persons who, according to 
the terms of article 11 of the law of 1893, can put in tierce opposition; 
these are stockholders of the old company, the mandataire of tne bond- 
holders who represents all the bondholders, and the other creditors of 
the company. 

M. Donnadieu put in his tierce opposition within the month, but it 
remains to inquire whether M. Donnadieu comes within one of the 
three classes referred to. 

He is not a stockholder; he is not a mandataire of the bondholders. 
Is he one of the other creditors of the company? 

He maintains that he was a creditor of the company and was not a 
bondholder, because, before the law of 1893, which has prohibited 
individual suits, he had, making use of the running of the clock which 
the legislature saw fit to interrupt, attacked a judgment against the 
liquidation based upon the bonds of which he was a holdei. 
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Then said he: "I am no longer a holder of bonds. I am a creditor 
who is the holder of a judgment. I am a creditor of the company." 

The tribunal answers: "Jiotatall; youarealwaysa holder of bonds, 
only a holder of bonds who has had the advantage to have received, 
before the law of 18S)3, a recognition of his situation as bondholder 
and to have it settled by a judgment which has parsed into the condi- 
tion of res adjudicata; you are decidedly a bondholder; but if you are 
a bondholder, you can not put in tierce opposition, because the man- 
dataire alone can do that." 

Here, gentlemen, I find an objection which was invincible by M. 
Donnadieu, and which has prevented him from proceeding in the way 
of his appeal. It is that this has already been adjudged by yourselves. 

M. Laplante had previously desired to make tierce opposition to a 
judgment', which was entered as between the mandataire of the bond- 
holaers and the liquidator. He also was a bondholder. HIr demand 
was denied for several motives, and especially for one taken from the 
application of article 11 of the law of 1893. That judgment bears date 
or the lOtb of May, 1899, and it has been confirmed by adoption of the 
reasoning of the lower court in a decree of your own of the 25th 
of April, 1900. If the court wishes, here are the motives which were 
adopted: 

That in the second place the tierce opposition, where it is restrictively admitted by 
the law of 1893, is permitted by the articles above mentioned only to the peraona 
whom they enunierate — that ie to eav, the etoekholdere, the mandataire of the bond- 
holders, and the other company creditors. 

That it is not allowed to the oondholdera taken singly. • * • 

These are the veiy terms which have been reproduced in the judg- 
ment here appealed from, and consequently you have already, gentle- 
men, admitted the truth of this proposition. 

M. Gautron has been under the necessity of making as against M. 
Donnadieu this point of inadmissibility. This was not. you under- 
stand very well, from fear of the judgment as to its merits, for the 
reasons upon which M. Donnadieu made his tierce opposition to that 
judgment were reasons devoid of everj' kind of foundation. There was 
another reason of a public nature. M. Gautron was not able to mis- 
undei'stand the provisions of the law of 1893 which protect the liquida- 
tion, and he is bound to seek to have maintained the course of decision 
referred to in order that there may not be other cases of tierce 
opposition put in at inopportune times to embarrass the liquidation of 
the Panama company. 

It is in this state of affairs that, confining myself to the rflle which 
belongs to me — that is to say, the examination of the judgment so far 
as the tiei'ce opposition is concerned with it — that I ask you to perse- 
vere in your course of decision of 1900 and to confirm by adoption of 
the I'easoQs given below the judgment appealed from. 

ARGUMENT OF MASTER LIMBOURG. 

Two words, gentlemen, if the court will permit, in order to explain 
the attitude taken to-day before it by the legal mandataire of the bond- 
holders, and in order to say why he has not made use in this case of 
the right which belongs to him by the special law of 1893, and which 
belongs to him alone, to make tierce opposition to the judgment of 
approval rendered by tiie tribunal of the Seine. 
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When the cessions made by the liquidator of the old Panama Canal 
Company, gentlemen, could be the object of different opinions as to 
their merits, M. Lemarouis has made use of the special right which 
the law of 1893 gave nim. It is thus that when the liquidator 
demanded approval for the cession which he proposed to make to the 
new Panauia Company of all the assets of the comjjany, M. Lemarquis 
made tierce opposition to the judgment of approval. 

It is not, gentlemen, that M, Lemarquis criticised that cession; it 
was on account of a very delicate scruple and out of respect for the 
interest of the involuntary principals wnich the special law had given 
him. in order to permit theni to present their observations upon inter- 
vening in the proceeding of tierce opposition, if they judged it 
advisable. 

It could then be a question whether it was more to the interest of 
the bondholders to continue the enterprise or to have an immediate 
settlement. 

To-day the situation is no longei' the same. No doubt can be had 
upon the merits of the proposed cession. There ai-e but two possible 
solutions — either the sale of the enterprise or the construction of the 
canal. 

But the construction of the canal will require the creation of 
resources which can only be obtained by an appeal to the public. No 
one will venture to trv that, and I do not Ix-lieve that M. Donnadieu 
himself, if a request oi that kind were made to him, would respond to 
an appeal for funds. It is necessary then to I)e resigned to the jsale, and 
it is because that is the better proceeding, the better solution, for the 
interest of the holders of bonds that M. Lemarquis has abstained from 
making tierce opposition to the judgment of approval. 

ARGUMENT OF MASTER GONTARD. 

Gentlemen: You know from the explanations which have been 
given you by Master Thieblin that the new Panama Canal Company has 
proceeded against TM. Donnadieu to have thrown out the opposition 
notified by him to the company itself and to the ambassador of the 
United States of America at Paris. 

The tribunal, put in possession of our demand, declares that M, Don- 
nadieu is without right and standing to notify the said opiK>sition,and 
so far as necessary, following the reasonings which wc have sub- 
mitted, throws out the opposition and notitications i-eferred to. 

In the judgment, gentferaen. there are two reasons given in support 
of that decision. The first is that M. Donnadieu is without right and 
standing. 

In effect, M. Donnadieu — you know this from the explanations 
which have been made to you — is not a stockholder of the new com- 
pany of the Panama Canal, and he is no more one of its creditors. 

The President. In his brief submitted he maintains that the new 
Panama Canal Company, whose advocate you are, could not without 
violating its by-laws cede the canal. 

Master Gontard. I will furnish explanations on that point. I am 
ex[|laining very rapidly the reasonings of the tribunal, reasonings 
which seem to me absolutelv conclusive. 

These reasons are that M^, Donnadieu is inadmissible because with- 
out right and without standing with i-egard to the company. He is 
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without right and standing, I saj-, on one hand because he h not a 
stockholder of the new tionipanj-, on the other hand because he is not 
a bondholder of it, 

Consec^uently M. Donnadieu has no right to make any opposition, 
any notihcation whatever, unless it be in exercising the rights of his 
own debtor, namely, the old company (article ll6t>). or in bringing a 
direct personal action which might belong to him in case of collusion 
(ai-ticle 116" of the Civil Code). 

As to article 1166 there can be no question, for the excellent reason 
that a creditor can not make use of the rights of his debtor except 
where the latter does not himself act. But in the pi-esent instance the 
debtor does act. since that debtor is the liquidation of the old Panama 
Company, and since it is an act of M, Gautron that M. Donnadieu 
pretends to criticise by way of tierce opposition. 

As for article 1167, there is no question for the excellent reason that 
M. Donnadieu does not dare raise his voice with regard to any collu- 
sion of any kind whatever as existing between M. (Jautron or M. 
Lemarquis — ^Iwaj-s solely mindful of the interests which have been 
confided to them^ — and the New Panama Canal Company. 

As a result he is absolutelv inadmissible, certain]}' so, and to sum 
up (permit me to make use of this consideration which has been devel- 
oped by the advocate of the Republic in the first instance), M. Don- 
imdieu, by his notification or his opposition, undertakes to make use 
of a power which does not belong to nini, a power to noake opposition 
at a given time, when to that opposition the law of 1803, which has 
just been analyzed for you, puts an insurmountable obstacle. 

Is it to be said that I would have any distrust of going to the founda- 
tion of the matter and considering the two observations which M. 
Donnadieu has made in his reasonings on appeal after having already 
indicated them in the coui-t of first instance J B)' no means, and 1 am 
going to demonstrate that to you. 

What are these objections? There are two of them. He says to 
you on one hand: The New Panama Canal Company can not cede the 
canal. 

It can not cede the canali Why? What reasons doe,-* he give? It 
can not cede the canal because. a«cording to the terms of its by-laws, 
its object is the carrying on of the canal; because by the terms of 
article 60 of the same bj'-laws it can not change this object as to its 
essence, and because the sale of the canal would place the conipany in 
a position where it would be impossible to can-y it on, and conse- 
quently to carry out what was its object. It can not change tliat 
object, says M. Donnadieu, it can not suppress it by the sale; conse- 
quently the sale is not possible. 

You understand very well that it is easy to push this reasoning to 
an absurdity in order to show its error, for this reasoning conducts 
to nothing less than to condemn to life companies which, not having 
accomplished their object, have a greater interest in ceasing to exist 
during the time fixed for their duration. 

This is, so to speak, an absurditj- arising from the by-laws of the 
company, but here there is more; it is that our adversary forgets that 
bj- the terms of article 60 of the by-laws which he invokes so far as it 
forbids the company to modify its object, he forgets that in the same 
article 60 the anticipated dissolution of the company is provided for, 
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and eonsec|uently the right of the company to put an end to its company 
life when it has an interest in so doing is provided for. 

Then, if the anticipated dissolution is contemplated by the by-laws, 
the company has the right to put an end to the company life; conse- 
quently the right to proceed to liquidation and sale of the concessions 
which belong to it. It appears to me, gentlemen, that on this point 
there can be no doubt in the mind of any man of good faith who wishes 
to examine the ty-laws of the New Panama Canal Company. 

tlonsequently, where does there appear any transgression of the 
social compact if we place oureelves absolutely in the position M. Don- 
nadieu takes and admit that he has the riglit to discus,s here our social 
compact, in a thing which is in reality but the application of the com- 
pact itself? 

The sale, he says, is the suppression of the company's object. But 
he ought to continue further; it is the anticipated dissolution. But 
the anticipated dissolution is foreseen by the by-laws; it is lawful and 
possible. Then the sale of thecanal is possible and lawful in the same 
circumstances as the anticipated dissolution. This first argument, then, 
is not serious. 

There is another which. I believe, is not contained in the reasonings 
on appeal which have been communicated to me. It was made use of 
by M. Donnadieu in the court of first instance, and may be stated thus: 
It is that the stipulation which took place between the new company 
and the liquidation of the old company obliged the New Panama Canal 
Company to carry on the canal. 

This is the reasoning: By the tenns of the bv-laws, as compensation 
for the contribution made by the liquidation of the old company to the 
new company, it was allowed 60 per cent of the benefits of carrying 
on the canal. The new companj', says M. Donnadieu. can not free 
itself from this 60 per cent; it can not free itself by selling the canal; 
then it can not sell the canal. 

You will remark, gentlemen, that this is the first argument repro- 
duced under another form; consequently the response which I have 
had the honor of indicating for the first argument applies to the second. 

But let us go further. 

In what is stated, there is an error which belies the right of antici- 
pated dissolution given to the new company by article 60, as also the 
provisions of another article of the by-laws, article 5, which contem- 
plates the case of the nonexecntion of the canal. 

Hence the sole question which presents itself in the case of a sale is 
the question of the division of the price, upon which the by-laws con- 
tain nothing in express terms, but upon wnich the by-laws impliedly 
contain some information, a question which has been settled by the 
arbitration to which allusion has been made in the documents of tierce 
opposition presented by M. Donnadieu. I venture to observe also that 
the contributor of property in kind to the company about to be formed, 
who has been the author of the stipulations concerning the contribu 
tion, is the sole judge of the consequences which the alienation of the 
whole or part of the properties maj' carry with it in respect of the 
stipulations which he has made. 

In the present case, the assent of the liquidator, the contributor to 
the new company, an assent shown by the judgment of approval accord- 
ing to the terms of the law of July 1, 1893, is of such a nature as to 
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safeguard all rights, all interests. And the fact itself, gentlemen, that 
M. Gautron has inter\-ened in the negotiations, he being the liquidator 
of the old company, that M. Gautron, on the other hand, is protected 
in the arrangements to which he has given his assent by the high 
approval given by the tribunal according to the terms of the law of 
1893, causes to disappear all objection under this heading and all 
uncertainty. 

In conclusion (here I return to the argument made by M. Thieblin), 
it is necessary to recognize that no one interested is admissible to crit- 
icize or contradict the assent given by M, Gautron except under the 
terms of the law of July, 1893, that M. Donnadieu is not at all within 
the tenns of that law, and that from this point of view M. Donnadieu 
can not make an}' objection. 

Thus, vou see, M. Donnadieu, who is inadmissible, verj' certainly, 
as a result of his lack of standing (quality), who can not exercise the 
action oblique of article 1166, wHicn does not belong to him be it 
remarked, in the presence of a debtor who himself exercises the right, 
M, Donnadieu, woo can not pretend to make use of the suit allowed 
by article 1167 for the excellent reason that he will not venture to 

K renounce the word "fraud," which would be necessary for that suit, 
[. Donnadieu, not admissible, is certainly on the merits without good 
grounds of proceeding, for the argument which he develops (there are 
two of them, but he develops only one, since the two are inconsistent 
with each other), the argument taken from article 60 falls, because that 
article permits the company to dissolve itself by anticipation. 

Then, independently of general principles which conduct us to this 
solution, we have the texts themselves, which very certainly show the 
lack of foundation for the objection of M. Donnadieu. 

It is with these short observations that I persist confidently in the 
reasonings which I have submitted in writing. 

The President. Outside of the opposition made bj' M. Donnadieu, 
is there any opposition to the sale, made by some of the stockholders? 

M. Thieblin, None, and there was no tierce opposition in the period 
of one month, consequently I am in the presence of all, and all persona 
are bound. 

In the most general way, the judgment which approved on the 19th 
of March, 190a, the project of cession, is a judgment which has 
acquired the authority of res adjudicata; it is unattackable. 

The President. Mr. Advocate-General, what are your reasonings? 

Advocate-General Fremont. I think there should be confirmation. 

The President. The decree will be rendered at the resumption of 
the session. 

The session is suspended, 

DECREE OF THE COURT. 

Adopting the reasons of the first judges, which respond sufficiently 
to the concTusions of the parties. 

Confirms in all it!* pi-ovisions and condemnations the judgment 
appealed from. 

Rejects ail contrai'y I'easonings of Donnadieu. 

Condemns the appellant in the fine and costs. 
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lad of July; First chamber, No. 2— First section.) 
THE FRENCH REPUBLIC, IN THE KAJIE OF THE FRENCH PEOPLE. 

The civil tribunal of iirst instance of the department of the Seine, 
sitting in the palace of justice at Paris, has rendered in public se»«sion 
of the first chamber the following judgment, session of 3d July, 1902. 

Between the New Panama Canal Company, an anonymous awsoeia- 
tion having its headquarters at Paris, Rue Louis le Grande, No. 7, act- 
ing through the president and members of its council of administration, 

Plaintiff, appearing, briefing, and arguing by Maitre (Jontard, advo- 
cate, assisted by Maitre Dubourg, solicitor, 

On the one part, 

And M. Sautereau, engineer, dwelling at Paris, Rue Tarthout, 14, 
proceeding as well in his personal name aa in the name and character 
of allegea "director of the International Association of Studies for 
the Accomplishment of the Panama Canal," 

Defendant, appearing by Maitre Vorgeot, solicitor, in default, not 
having sumittednis brief. 

On the other part, 

Without the present characters of the parties being able to preju- 
dice in any manner their respective rights and interests. 



The plaintiff alleging that according to a document out of court 
through the instrumentality of Bauoin, bailiff at Paris, dated the 
20th of December, 1901, served upon the plaintiff, M. Sautereau 
declared his opposition to the sale as well as to the putting into execu- 
tion of a project for the construction of the canal adopted by the 
new company, which he declared to be his property or that of those 
in privity with him, adding that he made all reservations to obtain all 
recoveries that he might be entitled to; 

That, in support of his opposition, M. Sautereau alleged, especially, 
tliat, after several years of alleged studies, the new company had 
adopted a definitive project for the act^omplishment of a canal at 
Panama, which was an exact and complete reproduction of a project 
submitted by him to the liquidation of the first Panama Canal Com- 
panj-, which constituted, he said, a veritable spoliation of his rights 
and the rights of those interested with him — the International Asso- 
ciation of Studies for the Accomplishment of the Panama Canal, of 
which he was the founding director; 

That M, Sautereau complains, consequently, of never having received, 
notwithstanding his reiterated demands, any i-eimburscment nor anv 
remunemtion whatever for all the worli, studies, proceedings of all 
kinds, etc., undeilaken by him on behalf of the liquidation of the first 
Panama company; and because, although these things constituted a 
notable part of the assets of the new Panama company, the latter pro- 
jwsed to sell them to the Americans in disregard of h^s rights; 
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But that there did not exist any le^I relation, ("lien de droit,") 
between M. Sautereau in hiw aforesaid characters and the plaintiff 
company ; 

That the opposition above raontioned was made without legfal title 
or authority; that it is proper to establi.sh its nullity and to declare a 
releajse therefrom pure and wimple. 

Done according to document through the instrumentality of Eignet, 
bailiff at Paris, dated 25th April, 190:2, recorded, to serve notice upon 
M. Sautereau to appear within eight full daj's allowed by law and 
through the inntrumentalitj- of an advocate constituted at the session of 
and before the president and judges composing the civil tribunal of the 
Seine, at the palace of justice at Paris, 11 o'clock in the morning, in 
order, for the above-stated reasons, 

To have declared null and of no effect the opposition notified at the 
request of M. Sautei"eau in the charactei-s aforesaid, sei'ved by him 
upon the company plaintitf according to document of liaudin, dated 
at Paris, ^oth Decemlter, IJtUl; 

And to have deci'eed relea.se pure and simple, entire and definitive, 
thei'efrom: and to have M. Sautereau condemned in ail the costs, 
under all the reservations and notably reserving all damages. 

Upon the summons which contains the constitution of Maitre Da- 
bourg. solit'itor for the New Panama Canal Company, M, Vorgeot, 
solicitor, was constituted for M. Sautereau, according to document of 
the palace, dated 2d May, 1902. 

RecoM was drawn up by M. Dubourg, solicitor for the plaintiff, 
and the case, entered upon the genei^l roll of the clerk's office, was 
distributed to the civil tribunal of the Seine, before which, at^cording 
to document of the palace, dated 9th June, 1902, M. Duboui^ gave 
notice to his confi-ere for Wednesday, llth June following, for argu- 
ment. 

On said day, and after sevei'al successive postponements, M, Voreeot, 
solicitor, not having filed his brief on the merits, and the matter nav- 
ing been called up regularly at the session of this day, M. Gontard, 
advocate, assisted by Si.' Dubourg. solicitor of the plaintitf, presented 
himself at the bar of the court, and required finding of default against 
M. Sautereau and Maitre Vorgeot, his solicitor, for not having filed 
his brief, and adjudication of the proposition of his original pleading. 

The public minister has been heard as to his conclusions. In this 
condition the case presents for adjudication the following question: 



Should the tribunal declare default against M. Sautereau and Maitre 
Vorgeot. bis solicitor, for failing to file brief, etc. ? 

Should it de*'.lare null and of no effect the opposition notified at the 
request of M. Sautereau in the characters in which he appears to the 
plaintiff company, according to the document of Baudm, bailiff, at 
Paris, dated 20th December. 1901? 

Should it order release therefrom pure and simple, entire and 
definitive ? 

■ Should it, on the contrary, declare the New Panama Canal Company 
inadmissible or unfounded in its demands and dismiss it? 

What as to costs! 

With all reservations. Document submitted. For original. Signed 
Dubourg. 
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The tribunal, having examined and heard the various propoMitions 
and pleadings of Gontard, advocate, assisted by Dubourg, solicitor of 
the \ew Panama Canal Company, acting through its president and the 
council of administration; 

The public ministry having been heard, after having delibei-ated 
according to law, judging in an ordinary matter and in first resort; 

Declares default against Sautereaii and Vorgeot, his solicitor, for 
not having filed a brief, and gives judgment of default in favor of the 
plaintiff; 

Considering that accoi'ding to a document out of court, served 
through Baudin, bailitf at Paris, dated 'itith December, 1901, upon the 
New Panama Canal Company, Sautereau declared himself opposed to 
the sale as well an the putting into execution of a project for con- 
struction of the canal by the new company; that he claims it to be his 
property or that of those interested with him, adding that he made all 
reserves to obtain all recoveries which mi^ht belong to him; 

Considering that in support of his opposition Sautereau alleges espe- 
cially that after several years of alleged studies the New Panania Canal 
Company adopted a definitive project for the accomplishment of a 
canal, which will be the exact and complete reproduction of the project 
submitted by him to the iirst Panania Canal Company, which will con- 
stitute, he says, a veritable spoliation of his rights and of the rights 
of those interested in the International Association of Studies for the 
Accomplishment of the Panama Canal. 

Considering that Sautereau complains in consequence that he has 
never received, notwithstanding his repeated demands, any reimburse- 
ment nor any remuneration for all his work, studies, proceedings of all 
kinds, etc., undertaken by him on account of the liquidation of the 
first Panama company, and because, while these works constitute a 
notable part of the assets of the New Panama Canal Company, the latter 
pi-oposed to sell them to the Americans in contempt of his rights; 

But, considering that thei-e existjt no legal relation between Saute- 
reau in his characters aforesaid and the plamtiif company; 

That the opposition above stated was made without title or authority ; 

That it is proper to establish its nullity and to declare pure and 
simple release for it for these reasons; 

Declares null and void the opposition notified at the request of Sau- 
tei'eau in his characters aforesaid to the plaintiff company by docu- 
ment of Baudin, bailiff at Paris, dated December 20, 1901: 

Decrees a release therefrom pure and simple, entire and definitive, 
and condemns Sautereau in all the costs, from which an allowance is 
made for Dubourg, solicitor, who has demanded it. 

(Signed) Ditte and Baru^. 

Done and adjudged by Monsieur Ditte, president; Monier, vice- 
dent; 1/e lierquier, judge; 

In presence of M. Chauvin, substitute judge; M. Rome, substitute, 
assisted by Baru^, clerk, the 3d July, lfl02. 

In consequence, the President of the French Kepublie commands 
atid orders all bailiffs required to do so to put the present judgment in 
execution, etc. 

8751—02 7 
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■ CEBTIFICATB OF SERVl 



I, the undersigned, Firmin Paul Dubourg, attornej- of the Civil 
Tribunal of the &ine, residing at Paris, No. 5 Place St, Michel, 

Certify that a judgment rendered by default for failure to defend 
by the First Chamber of the Civil Tribunal of the Seine, on Thursday, 
July 3, 1902, recorded, between: 

The New Panama Canal Company, a ]'oint stock company, having its 
principal office at Paris, No, 7 rue Louis-le-Grand, acting by and 
through the President and members of its Boai-d of Directors, 

Plaintiff, for whom I appeared. 

And M, G. Sautereau, engineer, residing at Paris, No. li rue 
Taitbout, a party as well in his personal name as in the name of, and 
calling himself " Manager of the Soci^te Internationale d'Etudes pour 
I'aeh^vement du Canal de Panama," 

Assisted bj- Me Norgeot, attornej-, 

Which judgment dissolved the prohibition served at the request of 
M. Sautereau, in his official capacity, upon the company making appli- 
cation, according to notice of Baudin, Court Officer at Paris, dated 
December 20, 1901, 

Was served upon the attorney, by notice in court of the date of 
July 11, 1902, and upon the partj', accoi-ding to the return of Peignet, 
Court Officer at Paris, under date of July 15, 1903, recorded. 

And that there has been no opposition to, nor appeal from the said 
judgment, to my knowledge. 

In testimony whereof I have delivered the present certificate to serve 
and avail, according to law. 

Paris, September 22, 1902. Duboubg. 



JUDGMENT OF MARCH 8, 1889 (COURT OF APPEALS OF PARIS), 
DECLARING THE CIVIL CHARACTER OF THE OLD PANAMA COM- 
PANY. 

[Taken from the minutes of the clerk's ofRce of the court of appeals of PnrU.] 

(This document is very long, containing a recital of the proceedings 
below, briefs, arguments, etc. Only the concluding part is here 

Siven, the remainder being on file, in French, in the Department of 
ustice.) 

The court, after having heard at the session of March 5, instant, as 
to their respective propositions and arguments, 

Denier, advocate of Brunet, liquidator of the Universal Company of 
the Interoceanic Canal of Panama, assisted by Dumas, solicitor; 

Crarieux, advocate of the Company of Public Works and Construc- 
tions, assisted by Detheniont, solicitor; 

Levasseur, advocate of Menier Mehut, assisted by Durnerin, solic- 
itor. 

As well as the propositions of M. Manuel, advocate-general; 

And after having deliberated according to law, 

The announcement of the decree was postponed until this day. 

Passing as well upon the appeal interposed by the liquidator of the 
Universtu Company of the Interoceanic Canal of Panama against the 
Company of Public Works and Constructions, from the judgment of 
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the tribunal of commerce of the Seine of the 18th February, 1889, 
as upon the intervention of Menier Mehut; 

No complaint of nullity or objection of inadmissibility having been 
submitted or contended for as against the appeal; 

Considering that by the judgment of 18th February, 1889, the tri- 
bunal of commerce of the Seine declared itself competent to pass upon 
the demand of the Company of Public Works and Constructions 
against the Panama Company, and decided that this company is com- 
mercial; 

That a previous decision of the civil tribunal attributed, on the con- 
trary, to this company the civil character; 

Considering that the civil or commercial character of the company 
depends exclusively upon the object of the company and not upon the 
JMii'ticular form which it has pleased the parties to give it: 

That this is so, even when the parties have employed a form which, 
like that of an anonymous company, is more especially affected by 
companies of commerce; 

That the division of the company capital into shares, and loans by 
way of bonds, do not constitute a metnod of appeal (to the public), 
which is exclusively reserved to companies of commerce, and which 
can not be employed except upon condition of being submitted to the 
commercial jurisdiction; 

That it is proper to examine the object, and, consequently, to inquire 
into the legal cnai-acter of the anonymous interoceanic company of 
Panama; 

Considering that, according to the terms of the law of the Congress 
of Mav 18, 1878, the Government of the United States of Colombia 
conceaed to an international civil company the exclusive privilege of 
opening across its territorj- a maritime canal between the two oceans, 
with power to constitute within two j'ears a universal anonymous 
company charged with its construction; 

That article 2 of the by-laws of the company thus constituted 
states that the object of the companv is: 

First. The constitution of a maritime canal on a large scale. 

Second. The operation of said canal and divers enterprises belong- 
ing to it. 

Third. The construction and opei"ation of all lines of i^ailroad that 
the companv maj- think well to construct or buy in the neighborhood 
of the canat for the good of the enterprise. 

Fourth. The exploitation of the lands granted and of the mines in 
them. 

The whole under the clauses and provisions of the law of Congress; 

That from these provisions, as well as from the acts of concession 
and the by-laws of the concessionary company, it appears that the 
principal end contemplated by the parties was the opening of a navi- 
gable way between the two seas; that is to say, the execution of pub- 
Re works of general interest tending to have for a result the putting 
into value immovable propeitv making part of the public land of the 
State; 

That the fact that a company has been subrogated for a limited time 
to the rights of the State can not change the nature of the enterprise 
and take away the civil and immovable property character which it 
would undoubtedly have preserved if the Government of Colombia 
had taken charge of its direction; 
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That it iis proper to exaoiine whether the primitive chaiin'ter and 
principal object of the comessionarj- company were modified by other 
caiiseH: 

In the first plate, the distinction proposed by the lower judges 
between the construction and operation of the canal should be con- 
demned. 

From the point of view of the object of the company those two 
businesses go together. 

That the operation consists principally in the reception of payments 
which are nothing but the necessaiy remunemtion of the capital 
invested for the construction and the indii<pensable means for realizing 
on that; ' 

That the distinction between the operation and the construction 
being left out, it remains to examine under what circumstances twth 
of them are to be effected in the future; 

That it is maiq^ined that by the terms of article -2 of the by-laws 
above referred to the company performs an act of commerce: 

First. As undertaker of the constructions. 

Second. As undertaker of tmnsportations. 

Third. As exploiting the mines and lands granted. 

On the first point, considering that the contpanv is not chained by 
the act of concession merelv to construct a canal which it is to a^ndon 
to the State at the end of the work: 

That a contract has lieen made from which it results that the company 
charged with its construction is to remain in possession and benefit 
fi-om the products of operation during ninet3'-nine years, dating from 
the day of its opening; 

That thus it constructs not in reality for the benefit of another, but 
for its own benefit, and in its own interest as well as for that of the 
Colombian Government whose associate it remains; 

That it should, consequently, be assimilated to an individual con- 
structing for himself, and in his own proper inteiest; 

That an enterprise done under these conditions can not be considered 
a commercial act under the terms of articles 63^ and 033 of the Code 
of Commerce. 

On the second point, considering that the Interoceanic Company of 
Panama does not propose to transport travelers and merchandise by 
land or by water as a carrier and railroad comimny or a steamboat 
company: 

That the principal object and the characteristic object of the com- 
pany is not transportation, but a way destined for transportation on 
which will be received dues of toll; 

That these rights or receipts will be received on a tariff fixed by the 
law of concession by virtue of a delegation of the sovereign State; 

This latter does not perform an act of commerce, if it receives them 
itself; 

That it is the same as to the comjiany which is regularly substituted 
for it; 

That, finally, the receipt of dues or tolls on canals does not consti- 
tute in itself an act of commerce subject to the consular jurisdiction; 

That it is vainly objected that paragi-aph 3, article 2, of the by-laws 

t)rovide8 for the construction and operation or purchase of a railroad 
ine in the neighborhood of the canal for the good of the enteiprise; 
That it results from the express teims of this paragraph, as from the 
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general spirit of the company's by-laws, that it is only for the object 
of favoring the principal enterprise and assuring its execution that 
the accessory and assistant of a railroad called auxiliary has been con- 
templated in the contract; 

That this can not ha^e the effect to modify the primordial and essen- 
tial character of the company; 

That if it is true that the Interoceanic Company has bought the 
greater part of the shares of the railroad from Panama to Colon, 
which serves not only for the works of the company but effects the 
transportation of travelers and merchandise from one sea to the other, 
the documents produced to the court establish that this company 
remains distinct fi-om the canal company; 

That it possesses a director-general of administrntton and accounts 
of its own; 

That its company seat is in New York; 

That its juridical individuality has not disappeared, to confound itself 
with that of the canal company; 

And that such would not he the effect of the holding by the latter 
of a number more or less considerable of shares, varying according to 
the changes of the financial situation. 

On the thii'd point: 

Considering that the nation of Colombia has given to the Inter- 
oceanic Company as an aid for the execution of the work 500,000 hec- 
tares of public land with the mines they may contain; 

The exploitation of this domain, not yet commenced, can not in any 
event constitute a commercial enterprise; 

That there is only in effect the putting into value of immovables 
and mines;' 

That admitting that the division and the sale of the whole or part 
of the domain by the establishment of alternate lots on the coasts of 
the canal and seas presents the characteristics of a speculation, besides 
being lawful and contemplated by the concession, it does not consti- 
tute an act of commerce, but an act, or series of acts, of dealing with 
immovable property, the character of which is purely civil; 

That if the statements of articles 632 and 633 concerning acts of 
commerce are not restricted, they should not be extended by analogy 
to objects not of the same nature; that is to say, immovable in their 



That thej' exclude, necessarily, opei-ations concerning immovables 
and those concerning mines, which are ruled bj' special Taw; 

That for want of general arguments, taken from article 2 of the by- 
laws, it is maintained that a commeicial character of the Interoceanic 
Company can be demonstrated from divers and detailed provisions 
contained in the act of concession; 

That there is especially pointed out the faculty given to the company 
to receive payments for repair, pilotage, towage, deposit, and storing, 
and the obligation accepted by it to transport on the line of the canal 
the agents of the Colombian Government; 

Considering that these divers provisions and receipts, of insignificant 
importance in comparison with that of toll, which is connected with 
them, have onlj- an incidental character; 

That thev belong to the principal object of the enterprise without, 
however, ahsorbing it or modifying it; 

That if, as the result of circumstances not yet arisen, the company 
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should be required to perform some acts of a commercial nature, it 
would not result that the primordial and essential character of the 
civil company constituted by the by-laws would be annihilated; 

That the company would find itself only placed in the situation of 
an individual, not a merchant, who, as the result of certain act^ con- 
templated b^ the Code of Commerce, might become, as an exceptional 
matter, subject to the tribunal as to the exception. 

As for what concerns the transportation on the Isthmus of agents of 
the Colombian Government; 

Considering that the obligation to make that transportation gratui- 
tously was imposed upon the company by article 8 or the concession; 

That it is one of the charges for that concession, and not an act of 
commerce; 

That from the preceding considerations, it arises that the Inter- 
oceanic Company of Panama is not in fact either a constructor or 
undertaker ot work for the benefit of another; 

That whatever may be the character of certain iiccessoiy clauses and 
detailed provisions inserted in the by-laws and in the act of concession, 
the principal and dominant object of the company is not commercial; 

That its legal character is that of a civil company cohcerned with 
immovables, subjected, as all othei- companies concerned with immov- 
ables, mines, or canals, to the jurisdiction of ordinary law; 

That it is of no consequence that divers proceedings were introduced 
heretofore before the tribunal of commerce without any exception 
having been taken as to its jurisdiction; 

That it is established that a great number of other litigations have 
alreadv been taken before the civil tribunal; 

Ati(f that the exception for want of jurisdiction ratione lAatenee is a 
matter of public order and can always be invoked; 

For these reasons, and without its being necessary to pass upon the 
objection of inadmissibility interposed to the intervenor; 

Annuls the judgment of the tribunal of commerce of the Seine of the 
18th February, 1889; 

Deciding anew, discharges the appellant from the condemnations and 
dispositions of which he complains; 

Receives Menier Mehut as intervenor in the proceeding; 

Declares that by reason of ife principal object, the company of the 
Interoceanic Canal of Panama is a civil company concerned with 
immovables; 

Declares that the tribunal of commerce was without jurisdiction of 
the demand against it by the Company of Public Works and Con- 
structions; 

Orders the parties before the proper tribunal for the matter to be 
passed upon; 

Dismisses the Panama Company, the Company of Public Works and 
Constructions, and Menier iiehut as to all other demands, exceptions, 
and propositions; 

Orders the restitution of the tines to the Panama Companv; 

Condemns the Company of Public Works and Constructions in the 
costs in the first instance and appeal; 

Condemns Menier Mehut for the costs of his intervention; 

Settles the costs of the Company of Public Works and Constructions 
in the intervention at ; 
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Those of the Panama company in the fiist instance at 

On appeal at 

On toe intervention at 

These comprising the dues of qualification, record, of the minutes, 
cost and notitication of the present decree; 

Allowance made in the said expenses for fees of Bethemont and 
Dumas, solicitors, who have required this, upon their showing what 
may be due them; 

Done and pronounced in the court of appeals of Paris, Friday, 
May S, 1889, at the public session of the first chamber, where were 
present and sitting: 

M. de Viefville, president. 

MM, de Laborie, Merlier, Gues, Caze, Kobert, and Pilet des 
Jardins, counsellors. 

In the presence of M. Harel, substitute for the general attorney. 

Holding the pen, Me. Pioge. clerk of the session. 

The minutes of the present decree have been signed by the president 
and by the clerk of the session. 

On the margin is to be read: Registered at Paris, March 13, 1889, 
page SS, case 19. Received 37 francs 90 centimes. (Signed: )Druilhet. 

Copy conforming to the original: the chief clerk, 

Adm. Loichemolle. 

Examined for the authentication of the signature of Me. Loichemolle, 
clerk of the court of appeals of Paris, on me opposite page. 
Paris the 26tli of August, 1902. 
For the first president: 

Edm. Aubhy. 



EXHIBIT 9. 



CERTIFICATES OF AUGUST 21-30, 1902, BY THE LIQUIDATOR, CONCERN- 
ING JUDICIAL AND OTHER MORTGAGES, PLEDGES OF PERSONAL 
PROPERTY, AND LIENS IN GENERAL. (SEE ALSO EXHIBIT 12.) 

Q, (a) What proceedings in courts, including the court of cassation, 
have taken place since those set forth in the sixth report of the liqui- 
dator i 

A. In France two proceedings had not yet received final settlement 
at the date of the sixth report of the liquidator, November 14, 1900: 

1. T"he affair of Gautron, liquidator, against the council of manda- 
taires of the civil company for the redemption of new bonds, third 
series (issue of March 14, 1888). (See sixth report, pp. 18 to 21.) The 
court of appeals of Paris, by deci"ee of July 17, 1901, has confirmed 
the judgment in fa^xr of the liquidator. The council of mandataires 
has atipealed to cassation against that decree. 

2. The affair of Von Berg. (See sixth report, p. 21.) Messrs. Von 
Berg & Co, claimed from the liquidator the sura of 190,577 francs, 
■with interest from May 5, 1888, as the price of a steam excavator, of 
a transporter, and accessory implements, etc. By judgment, dated 
August 7. 1901, the civil tribunal of the Seine condemned the liqui- 
dator to pay Messrs. Von Berg & Co. only the sum of 6,000 francs. 
On November 15, 1901, Messrs. Von Berg & Co. appealed from that 
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decision. The matter is pending before the court of appeals of 
Paris. 

Paris. August 21, 1903. 

Gautron, 

The Lifjuidator of the Universal Omnpaity 

of tlte htterocvanic Vaiud. 

Q. (J) What moi'tgages, judicial or other, affected the immo\-able prop- 
erty of the canal company on July 1, 1893? What has been done 
since with regard to them by the luandataire, or the creditors, or the 
bondholders m France or in Colombia? 

A. On the 1st of July, 1893, the Universal Company of the Inter- 
oceanic Oatial represented by the liquidator did not possess any immov- 
able property in France. In Colombia, the immovable property which 
it possessed on the Isthmus has not been the object of any execution 
proceeding. 
. Paris, Augu.st 21, 1902. 

tiAtriRON, 

The Liquidator of the Universal Company 

of the Interoceanic Canal. 

Q. (e) What mortgages, attachments, or other equivalent thit^ 
existed on July 1, 1893, as to personal property! 

A, The liquidator has stated in the fourth report, pages 16 to 21, 
the situation of the movable assets of the old company on July 1, 1893. 
The lottery bonds, unissued and remaining in his hands, were seized 
by Messrs. Baudouin. Piza Lindo & Co., contractors of the old com- 
pany, by divers bondholders, and by the i-egistration office. 

Tnirty thousand five hundred shares of the Panama Railroad Com- 
pany were pledged to divei's contractors of the old company to 
guarantee the payment of the sums due for work done after the 
dissolution of the Universal Company of. the Interoceanic Canal. 
Messrs. Baudouin, Piza Lindo & Co. took at New York measures to 
secui'e their rights which paralyzed the lights of the liquidator as to 
the Panama Railroad Company. 

The fourth i-eport indicates, on pages 16 et seq., how the liquidator 
successfully obtained: 

1. The release from the seizures at the instance of Messrs, Baudouin, 
Piza Lindo & Co. and divers bondholders, of the lottery bonds remain- 
ing on hand; 

2. The abandonment of the measures taken bv Messrs. Baudouin, 
Piza Lindo & Co. as to the shares of the Panama Railroad Company; 

3. The return by the conti-actors of the 30,500 shares of the Panama 
Railroad Company which had been given to them as a pledge. 

Tables annexed to the present note show the sums paid to divers 
creditors of the old com^ny in order to render absolutely free the 
movable assets of the liquidation. 

It is proper to add tmit the registry office seized the lottery bonds 
remaining on hand, in order to secure the payment of the stamp and 
transfer taxes upon the shares and bonds of the old company. The said 
dues amounted to the sum of 5,185,595 francs, 35 centimes. The law of 
July 1, 1893, article 12, remitted that debt of the liquidation. (See 
thii-d report, p. 177.) Consequently the liquidator obtained from the 
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registrj- olEie a release from the seizures it had caused of the lottery- 
bonds remaining on hand. 
Paris, Augii-st 21, 19(1:2. 

Gautron, 

The Liquidator of the Uiiivrrsai Vimipany 

ofthi) Intemceithic Canal. 

Q. {li) What mortgages, judicial or other, or attachments or other 
equivalent things, aflecting the movable or immovable property, have 
come into existence since July 1, 1893'{ 

A. In France the movable property of the Universal Company of 
the Interoceanic Canal represented by the liquidation has not been the 
object of any^ proceedings in execution since the 1st of July, 1893. 
The liquidation possesses no immovable property in France. 

In Colombia, the liquidator tinds himself at the present moment 
in presence of three proceedings, the first phases of which are set 
forth in the sixth report of the liquidator: The affair of Schuber, 
sixth report, p. 23: the affair of Icaza, sixth report, p. 2*i: the affair 
of Domingo Diaz, sixth leport, p. 24, (See sixth report, pp. 23 to 26.) 

In the matters of Schuber and Icaza, M. Schuber caused to be seized 
and sequestered the building of the director of the New Panama Canal 
Company; the heirs of M. Pablo de Icaza caused to be seized and 
sequestered the building of the company. At the end of a great num- 
ber of decisions upon contests, bv the Colombian judges— decisions 
which declared void the seizure and sequesti'ation of these immovable 
propei-ties — General Alban, governor of Panama, considered it for the 
interest of the Colombian Government to have established the inalien- 
ability of the two immovable propeities seized, which by the terms 
of the act of concession (Law 28 of May 18, 1878, article 23) were 
to return to the Colombian Government in ease of the forfeiture of 
the concession. Consequently, on October 5. lltOl. the governor 
instructed the official attorney at the tribunal of Panama to introduce, 
in the name of the nation, a tierce opposition of exclusion as to the 
immovables seized. 

A Colombian judge declared that opposition inadmissible, basing 
hia decision on the fact that General Alban did not represent the 
Colombian Goveinment. As a matter of fact, the seizure and seaues- 
ti-ation of the two immovables continues, but the liquidator has been 
informed, by a letter of March 24, 1902, that the Government of 
Bogota ordered the official attorney at Panama to introduce a new 
tierce opposition in the name of the nation. The order as to this 
tierce opposition was inserted in the Official Journal, Finally, as a 
result of that tieive opposition, the superior tribunal of Panama by a 
decision of May 7. 1902. setting aside its previous decision, suspenaed 
the judgment which established the seizure and sequestration and 
ordered notification to be given to the liquidator. 

If, as there is reason to nope, the Colombian Government causes the 
immovables of the comjtany to be declared inalienaltle and nonseizable, 
the liquidator wilt have only to await the notifications ordered by the 
superior tribunal. 

Affair of Domingo Diaz, sixth report, p. 24. The supreme court of 
Bogota rejected the application en cassation piesented oy the liquida- 
tor. An expert examination being necessary to determine the lands 
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in regard to which the recovery of M. Diaz will be founded, the liqui- 
dator reserves the right to defend before the experts the rights of the 
Universal Company of the Interoceanie OanaL 

In a letter of February 1, 1902, the advocate of the liquidator in- 
formed him that there was reason to believe that the papers in the 
Domingo Diaz matter were lost at the time of the attack by the 
Colombian revolutionists upon the postal courier between Bogom and 
Honda. 

In any event, in the three affairs of Schuber, Icaza, and Domingo 
Diaz, the liquidator is ready to take the steps, and if need be to make 
the sacrifices, necessary to prevent the Government of the United 
States, if it shall acquire the canal, from being disturbed in the enjoy- 
ment of the immovable properties which will be ceded to it. 

Paris, August Idl, 1902. 

Gautron, 
The Liquidator of thi Universal Company 

of the Interoceanie Vanal. 

Q. {e) What judicial or other mortgages, attachments, liens, or the 
like exist in favor of creditors, bondholders, stockholders, or the 
liquidator at the present time? 

A. There exists at the present time no mortg^e, seizure, pledge, 
or other thing for the benefit of creditors, bondholders, or shareholders 
upon the assets of the liquidation. 
Paris, August 21, 1902. 

Gautron, 
The Liquidator of the Universal Co^njmny 

of the Interoceanie Vanal. 

Q* if) What has become of the Donnadieu affair of 1898? 

A. Aa ha.t been stated in the sixth report, pages 17 and 18, the 
the claim of M. Donnadieu to have commimicated to him by Messrs, 
Lemarqiiis, mandataire of the bondholders, and Gautron, liquidator 
of the Universal Company of the Interoceanie Canal; the documents 
useful for an action to obtain payment of the company assets, espe- 
cially the register showing transfer of the shares of the said company 
(Universal Companjr of the Interoceanie Canal), was denied by a judg- 
ment of the civil tribunal of first instance of the Seine, dated Marwi 
17. 1898. (See sixth report, p. 79.) 

This judgment was confiimed by a decree of the court of appeals of 
Paris of August 4, 1898. (Sixth report, p. 77.) This decree was 
executed and has become final. 

Paris, August 21, 1902. 

Gautkon, 
The Liquidator of tfie Universal Company 

of the Lnteroe&tnie Canal. 



Q- Uf) Why was it necessary to have the law, of June 8, 1888, con- 
cerning lottery bonds ? 

A. The circumstances in which the old Panama Company solicited 
the authorization to issue lottery bonds are set forth in the first report 
of the liquidator, pp. 6 and 7. 

The last loans proposed to the public had partially failed. On July 
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26, 1887, the company had offered for subecription 500,000 bonda, 6 per 
cent, at 440 francs, repayable at 1,0"0 francs. The public subscribed 
only 258,887 tends. On March 14, 1888, the company put out 350,000 
bonds at 460 francs, payable at 1,000 francs. The public subscribed 
only 112,483 bonds. 

'the company thought tliat a loan would have more chance of success 
if it was presented in the fomi of bonds giving a right to considerable 
prizes, the payment of which would be guaranteed by a special arrange- 
ment. But in France lotteries &re pi-ohibited, generally, by a law of 
May 21, 1836, by article 1 thus worded: "Lotteries of all kinds are 
prohibited." 

A special law, analogous to those that have authorized the city of 
Paris, the Credit Foncier of France, and the Suez Canal Company to 
issue lottery bonds, was necessary to get rid for the Panama Company 
of the prohibition decreed by the law of May 21, 1836. The law whicn 
authorized the Panama Company to issue lottery bonds, voted by the 
Chamber of Deputies and the Senate, was promulgated on June 8, 1888. 

Paris, August 21, 1902. 

Gautron, 
Tlie lAquldator of the Unieemal Comjjany 

iif the Interoceanio Canal. 

Q. (/() Have there been' any other bond issues authorized by laws 
specially passed for that purpose, and has there been other authority 
granted to the old company; and was there ever any authorization or 
surveillance of the old company by the public administration? 

A. No other issue of bonds of the Universal Company of the Inter- 
oceanic Canal, represented by the liquidator, has been authorized by 
a special law. The only autnorizations are those which have been 
accorded: 

1. By the law of June 6, 1888, to the Universal Company of the 
Interoceanic Canal, then solvent, to issue lottery bonds. 

2. By the law of July 1, 1889, to the liquidator of the Universal 
Company of the Interoceanic Canal, to negotiate the lottery bonds 
without limitation of price and without interest. 

The Universal Company of the Interoceanic Canal, represented since 
February 4, 1889, by the liquidator, being a company absolutely pri- 
vate, the Government (administration) has no right to exercise any sur- 
veillance. When the Universal Company was solvent, it was subject 
to no control by the Government (administration), but the judicial 
power had the nght to repress infractions of its by-laws, and of the 
laws governing companies, which it might have committ«d. The 
judicial power never bad to make use of that right. 

Since the dissolution of the company the liquidator, representing 
the Universal Company of the Interoceanic Canal, finds himself placed 
under the control of the civil tribunal of the Seine which appointed 
him and has had the power to dismiss him. The law of July 1, 1898, 
has specially regulated, as concerns the liquidation of the Universal 
Company of the Interoceanic Canal, the conditions of that control. 

Paris. August 21. 1902. 

Gautron. 
The Liquidator of the Z'luv^rsal Company 

of the Interoceanii: Canal. 
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Definitive selSemeiU of the <Kcoimt« of the 
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Ster ^ 


proval of the 


Dates and nature of the payme 


nts ellected. 


American Contract 


francs. 
2,279,537.70 

2, 269, 009. 33 
2,126,866.01 
1,921,004.88 


Agreement ol Dec. 
31. laSO, prior to 
the law o! July 1, 

Aug. 10 "PP"*^ 

Agreement ol Aug. 
H, 1894; approved 
Aug. 9. 

Agreement of Aug. 
H, 1894j approred 

Ad j ustm ent olJan . 


Payment of Jan. 10, 1991: 


Ftanei. 
1,500.000.00 

217,037,70 

562,500.00 

2,279,537.70 




o?3?«wIha^P,K.K'.- 
7,500 lottery bonds, at 76 

Total 

Payment of Kot. 29, 18W: 
18,270 lottery bonds, a 

124,181 fisnes each 

Cash 

Payment o£ Nov. 29, 1894: 
17.122 lottery bontls, a 

124.18) francs .... 

Cash...' 

Payment of Not. 29, 18Mt 

16,6S7 lotterj- bonds, a 
122,68( francs 




2,268,905.63 




2.269,009.33 








i,a,».g 




2,126.366,01 


Artlgue Sonderes- 
geFiCo. 


1.920,918.18 




Total 

'^sJfne lottery bJnds, at 125 






1,921,004.88 


G. Eiffel 












Total 






7,147,264.33 



As to Messrs. Vignaud, Barbaud, Blanleuil & Co. , they claimed of the 
liquidation: (1) Payment for their work, 1,336,154 francs; (2) damages, 
15,066,000 francs; (3) the reimbursement of the guarantee funds field 
by the company, 1,283,547.20 francs; altogether, 17,685,701.20 francs, 
and the restoration of their guarantee deposit, consisting of 37,748 
francs of 3 per cent French State annuity (rente), with arrears. 

On its side, the liquidation presented itself as a creditor of those 
contractors on account of failure to carry out their contracts, claiming 
in return a sum of 8,658,705.65 francs. 

An agreement dated March 7, 1896, approved by the tribunal of 
commerce judgment of March 23, 1896), and by the civil tribunal of 
the Seine (judgment of May 22, 1896), has put the parties into accord. 
The contractors have only entered into possession of their guaranty 
of 37,748 francs of rentes, and have abandoned all their other preten- 
sions. The liquidation, on its side, renounced its claims, on condition 
that it should remain in possession of the back receipts obtained by it 
on that guarantee fund, to wit, 84,933 francs, and that it should receive 
the back receipts obtained by the Caisse of Deposits and Consignments 
on the guaranty since the day of the deposit, to wit, 188,740 francs. 

This arrangement was earned into effect on June 6, 1896. 

Paris, August 22, 1902. 

GrAUTRON, 

The Liquidator of the Universal Covipany. 
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Kftmea of llie 
creditors. 


anil designation of 
the tribunal. 




Amount of 
Judgments^ 


„„„. 


LHurtlliard 


Civil tiibunal of the 

ao 


20 new bonds lat aerie" 
Iiui"romVnkinTfnnd 


^to"6o 

IBWOO 


Paid 10.631.26 franca 
Aug. A 1892. 

Paid 2,001.07 Iranra 
Aug. 27. 1892. 




7437 W 


Paid Nov. 12. 1892, 
bj-one-fflth, 10.609.20 




13 JfilT* 





M.Bonbnure .. 
Mlle.TanleB... 
M.Chappelllet. 



Mme.Vve. Petit. 



Piza Lindo jt 



AU Ilu-K iadiridanl aiiitiand the proceedingi mulling frmatliemardo-daytatpfntied 
auqf the pforMoiit of the law of Julii I. ISSS. lUorf"—"—' ' ' 

,. r._,,_. ,j_._.. _.._,...Jy^jj(^ j^|,L_,j__ 

auckarge mid 

far the rrinbunnnenf pun atitt tlmU i4 Oie 

f -If 1^ J. ,_ (j/ijiJ (Hgjf Jn^ DMOf — * *■ 



^ Od. IS. IWt. Oie liquidatoF obtairttS from the bondholdcri, Kha had ImtUitfat vme 
lefcuTE ordert and execution order*, a auckarge mid a deiliHug from their appeals, t» 

— I — (...1. — !_i 1 wj — 1. j.i i- t„. andoutlaiiivthepro- 

inalHit the HoHMaAon, 
whtehOevfit^. 

.' ihelaa tfJulfi 1, 

iHmdholden ore tcUlmU 



medhigt ef oU ktitde in whSA then had eetafnedjudB _„ 

learing atthelr eharge the cxpmaM and tmtlajn itf ihejiTOeeediagi <n wM 
Jadgmenti t^ the Jlrtt chawoer qf Ihe etrll traninal eg the Seine tbicf the 
ISfa, lini-e dreldnl Oial the oppotilione interpoeed by then* bondholder 
object and can haiv no effect. 



Work done and damage 



Work of enrvejlng 250.- 
000 hectares of land 
granted by Colombia. 



By agreement of July 
5, 1892, M. MaroUe 
consented lo receive 
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™dlto«. 


"S'SiSlSZ'S 

the tribunal. 


™.„„..»,.-. 


judgments 


^.n. 


"VtTr.^II; 






Fnma. 




VonBergACo.. 


ClYll tribunal of the 
Seine; Judgmentof 
Aug. 7, 1901. 


Price ol excftTat«r, 
transporter, and ac- 


8,000.00 


The case Is on appeal. 


nORS IN CO- 




Peim. 




Meti Tier-Koch- 






!«a,001.63 


The liquidator having 




mcrcc of Panama; 
iudgmeat of July 






tribunal of the dis- 

Sept. 13, 1890, ^x'rf 
at 98,000 piasters the 
sum to be paid by tbe 
liquidation to settJe 
all accounts, tnclud- 
hig interest and 

made Sept. 19, 1800. 
The liquidation set- 




Tribunal of com- 


Work of ei:oaT»Bon; 


124,268.83 




merce of Panama; 


contract rescinded 




tled with M. Tanguy 




judgment of Uay 


Jan. 3, 1888. 




July 23. 1892, by 




19, 1892, 






means of 120.000 pe. 

com pensatloQ which 

July 23. 1892, 
See special note. 


SchuherBros... 


Btiperlor tribunal of 
Panama; i udgment 
ofJulylS,ieS9. 




2S.339.67 




Occupation of a part of 
defOo"."'' "*"* 








Superior tribunal of 
^nama; decision 
ofJune,189S. 


C) 


See special note. 


Icaza (tbe heire) 


Civil tribunal of the 
first diet net of Pan- 


Condemnation for the 
benefit ot the compa- 

ares of the property 
"Cerrode San Joan," 
belonging to Iheir 
father. 


41.225.00 


Do. 



a 2 square n 

Certified to be correct, August 



rs occupied. 

,1902. 



Gautron, 
Th^ Liquidator of the Universal Conipanij. 
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EXHIBIT 10. 



EXTRACTS FROM REPORTfi OF THE LIQUIDATOR SHOWING LITIGA- 
TION IN FRANCK AND PANAMA, PLEDGES, SETTLEMENTS WITH 
CONTRACTORS, ETC. 

[No. J, I bird part.) 
MANAGEMENT OF M. BRUNET, FEBRUARY 4, XSSit, TO MARCH 8, 1890. 

M. Brunet came into office on the 4th of February, 1889, On this 
date the situation of the enterprise on the Isthmus was most critical. 
The liquidator found it impossible to continue the works, the sudden 
stoppage of which, the sending away of several thousands of work- 
men might bring about serious troubles and irrepai-able disastei-s. 
The contractors could not leave their workshops and reconcile their 
workpeople from one day to the next, and they were not disposed to 
give up these workshops and the materiel until after their respective 
situations had been definitely settled. 

In short, the general state of public opinion and the disposition 
manifested in the financial world at the commencement of 1889 was of 
such a nature as to justify the liquidator in thinking that the transfer 
of the work to a new company was not absolutely impossible. It was. 
therefore, necessary to proceed with a certain amount of prudence and 
not delinitively compromise, by too prompt action, the whole future of 
the undertaking. 

On the other hand, if this favorable hypothesis was not realized, it 
was the duty of the liquidator to attempt to take up again and con- 
tinue the work by means of the formation of a company of construction. 

The work already done, the considerable quantity of materiel 
brought to Colombia and in place for working, had an incontestable 
value if used to continue the excavation of the canal; it would have 
been quite a difl'erent matter had the scheme been definitively aban- 
doned. Also, the works must bo taken care of, the materiel preserved 
on a line of plantsof 75 kilometers. For this resources were deficient. 
A seizure made by one of the contractors on the Isthmus, the company 
of public works and construetions, of money in the hands of two cona- 
panies in Paris, debtors of the Panama Conipan}", made sumsof money 
which would have been very useful to the liquidator unavaila le. 

The liquidator suddenly found himself deprived of large capital 
' which he expected to have at Panama, and on which he had counted 
to pay the necessary expenses on the Isthmas. About the 10th to the 
16tn of February, 1889, the directors of the Panama Company, con- 
trary to the instructions of the liquidator, had paid, under the influence 
of a panic and exaggerated fears, to all the employees working on the 
Isthmus, three-quarters of the indemnity in proportion to the length 
of their service which the companv were liable for in the case of dis- 
missid of the workmen. The total amount of the payments thus made 
was 1,682,000 francs. However interesting may have been the situa- 
tion of those employees, these payments still left remaining the obli- 
gation to bring back to France these workmen and were untimeh'. 
occurring as they did just at the moment when the liquidator had 
scarcely at his disposal the necessary funds to avoid the whole aban- 
donment of the scheme and the disastrous consequences of that. 

On the other hand, the liquidator could not attempt in the future to 
form a company for the accomplishment or finishing the canal without 
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having previously caused the formation of a commission of examina- 
tion which would have for its task to render an account of the value 
of the work accomplished, of the aiachinerj', materials, etc., and give 
an opinion as to whether the work could be accomplished, and under 
what conditions. It was necessary to provide for the exiienses of such 
an investigation and to take steps during it and afterwards, if it should 
be necessary, to provide for the protection of the work already done 
and for keeping in condition the machinery, etc. 

Above all it was imiKHiant to avoid any sudden interruption of work 
on the Isthmus. After the 9th of February, 1SS9, the liquidator had 
entered into, with four large contracting firms^namely, MM. ArtJgue, 
Sonderegger & Co., Baratoux, Letellier & Co., M. Eiffel, Jacob— the 
agreements and pledges (nantissements) prepared by the temporary 
administrators and authorized by the tribunal. 

Thesameday he gave them bills of exchange representing the amount 
they had earned since the suspension of payment up to the 9th of 
February. The work which was to follow was also to be settled by 
means of bills accepted by the liquidation. 

The 18tb of February and the 23d of March, 1889, the liquidator 
entered into identical arrangements with M. Slaven, president of the 
American Conti-acting and Dredging Company, in that case the pledge 
consisting of the deposit of 3,000 shares of stock of the Panama Rail- 
road Company, which pledge was made in the American manner. 

By means of these successive agreements the work baa been con- 
tinued on the Isthmus up to various dates, reaching from the 15th of 
March to the 15th of May, 1S89. 

But the liquidator had another mission to fulfill. In appointing him 
the civil tribunal had given him "the most extensive powers, notably 
to cede or contidbute to the new company all or part of the company s 
assets, to make or lutify with the contractors of the Panama ('ana! all 
agreements, having for their object to assure tbe continuation of the 
work." 

On the supposition that the work was to be soon resumed, as on tbe 
supposition that the liquidator could only effect the establishment of a 
company to accomplish it, it was of the highest interest to disengage 
the liquidation from contracts which had wen entered into with bur- 
densome conditions, with a view to assure the very prompt construc- 
tion of the canal with locks, and which would bear heavily upon any 
company disposed to undei'take the continuation of the work. More- 
over, the liquidator was not able to repossess the workshops and 
machinery, etc. (materiel), which had been turned over to the con- 
tractors liy the company except after having arranged tbe respective 
claims of these contractors. 

The conditions on which those arrangements were made varying 
according to tbe original arrangement with each contractor it is proper 
to consider them separately. 

It must be remembered that all the canceling of contracts had taken 
place without tbe liquidator's according to the contractors any indem- 
nity for loss of profits or other causes. 

COMPANY OF PUBLIC WORKS AND C0NSTKU0T1ON8. 

The company of public works and constructions had remained adverse 
to all the arrangements made between the provisional administrators 
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and the other targe contractors. Thev had brought several suits both 
before and after the suspension of payment. 

1. On the 6th of September, 1888, they summoned M. Ferdinand de 
Lesseps and the iX)unfliI of administration of the Panama Company for 
damages before the tribunal civil of the Seine on account ot certain 
expressions in the repoit presented on the Ist of August to the ordi- 
nary general meeting of stockholders. 

2. On the 7th of September, 1888, they summoned the Panama Com- 
pany Iiefore the tribunal of commerce of the Seine to be condemned 
to the guarantee of the sum of 609,139 francs claimed from the companj- 
of public works and constructions by ilM. E. Jacquemin and associates, 
subcontractors. 

3. On the 13th of October, 1889, the society of public works and 
construction raised the figure of the preceding demand to 13,335,903.55 
francs. They also demanded, in view of the situation of the company, 
to be guaranteed by it against the claims of subcontractors, and 
claimed the reimbursement of expenses occasioned bj" the stopping of 
the works, 

4. The canal company, acting on the advice of its provisional admin- 
istrators and administrative council, on the 7th of January. 1889, 
summoned the society of public works and construction before the 
tnbunal of commerce for payment of 8,70ii,756.30 francs. 

6. However, under date of the 13th of December, 1888, the society 
of public works and constmction had made seizures by wav of gar- 
nishment, limited finally to 2,OlX),000 francs by an oi-der of the presi- 
dent of the civil tribunal, of debts owing to tde Panama Company by 
two credit companies. Thus, as has been said above, this opposition 
paralyzed resouri;es of which the liquidator had great need. 

On the 28th of Fehruar}-, 1889, there took place between the liqui- 
dator and the company of public works and constructions a transaction 
on the following Imsis: 

1. All accounts without exception between the parties are to be 
settled by allowing to each of them the sums held by them at the date 
of the agreement. 

2. The parties are to desist from all suits against each other. 

3. All previous agreements are revoked. 

i. The plants with all the machine:^', etc., the machinerv on hand 
for replacing the woi-n or broken machinery, ttie fittings and supports 
of the machmery, the dwelling houses, the other buildings, magazines, 
etc. , existinf^ at the said plants are to be tuined ovei' to Sie liquidation 
in the condition in which they may be and such as they shall be at the 
time of the turning over. 

5. The final deficiency as to articles to be furnished, so far as they 
have been furnished, or are yet to be furnished by the canal company, for 
the establishments of the company of public works and constructions 
ahall be settled at a sum arranged in view of the present I'ondition of 
the <ranal company, the articles to be turned over to the canal company 
in full ownei-sbip. 

6. The company of public works and constructions charges itself 
with the settlement of the accounts of Jacquemin, and desists com- 
pletely from the demand which it has made against the company as 
guarantor. 

7. The company of public works and constructions likewise renounces 
all claim against the company on account of the ultimate claims of its 
workmen. 
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8. The canal company will reimburse the amount deposited as secu- 
rity and the guaranty retained, which belonged to toe company of 
public works and constructions. 

9. The company of public works and constructions withdraws from 
all the opposition it has instituted. 

10. The parties reciprocally abandon all rights of recoveryand claims. 
This agreement has been approved by a judgment of the Tribunal of 

the Seine, dated 5th of March, 1889; registered on the 19th of the same 
month, 

CONCERN OF TIGNAUD, BARBAUD, BLANLEUIL * CO. 

At the time of the suspension of payment the position of these con- 
tractors was such that it was necessary for the canal company during 
several months to provide for the payment of their workmen. 

On account of the condition of the company, the provisional admin- 
istrators were compelled to limit, and finally to stop, that favor. On 
the 23d April, 1889, Messrs. Vignaud, Barbaud, Blaiileuil & Co. pixj- 
ceeded agamst the liquidator to nave their contracts annulled, for the 
payment of 16,000,902 francs 8 centimes, and for the reimbursement 
of the sum of 2,266,000 francs, representing their security and money 
retained as guaranty. The liquidation has made a cross demand, 
aniounting to 8,658,705 francs 65 centimes. 

During the course of these proceedings the company of Vignaud, 
Barbaud, Blanleuil & Co. has been thrown into judicial liquidation by 
a judgment of the tribunal of commerce, dated May 4, 1889. 

The tribunal has converted the judicial liquidation into a bankruptcy 
proceeding, by judgment of June 15, 1889. 

M. Mauger, the fiinkruptcy syndic, has revived the suit on June 26, 
1889, and submitted propositions of settlement; ITie negotiations had 
not teiminated at the time of the resignation of M. Brunet. 

Accordingly, the suit is still pending before the civil tribunal. 

The liquidator has since made definitive arrangements with the five 
contracting concerns who, on the request of the provisional adminis- 
trators and afterwards his own request, consented to continue the 
works on the Isthmus. These five concerns are MM. Artigue, Son- 
deregger & Co.; Eiffel; Baratoux, Letellier & Co., Jacob, and The 
American Contracting and Dredging Company. 

CONCERN OF ARTIGUE, S0NDEKEG6ER & CO. 

On the 25th of April, 1889, the liquidator canceled the contract 
with Messrs. Artigue, Sondei-egger & Co. on the following conditions: 

1. Messrs. Arti^e, Sonderegger & Co. abandon all their rights to 
damages of any kind that may be due from the company. 

2. The canal company recovers all the machinery, etc., and acces- 
sories in the condition in which they may be found, and discharges 
the concern from all responsibility for them. 

3. The ultimate arrangement as to the work actually performed shall 
be arranged in conformity with the contracts. And to determine the 
quantity exactly of cubic meters excavated, there shall be a joint 
measurement on the ground. 

According as the results of that verification shall give a cubic meas- 
ure greater or less than that actually paid for by the company, there 
is to result a debit or credit for Messrs. Artigue, Sonderegger & Co., 
who are to pay all expenses. 
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The settlement shall be by bills (traites). 

4. All preceding agreements, with the exception of the transac- 
tion constituting the pledge of 9th of February. 1889, are annulled 
and canceled. 

This agreement bas been execut«d; the measurement on the ground 
has taken place and the contracting concern has been found to be a 
debtor for the sum of 319,364.66 frs. which it has paid in bills on 
the 26th August, 1889. 

CONCEKN OF M. EIFFEL. 

The definitive arrangement with M. Eiffel took place on the llth of 
July, 1889. After an examination of their respective claims, the 
parties agreed upon the following points: 

' 1. The two parties hold themselves free of all engagements, under 
reserve of the regulation provided in No. 4 hereinafter and under 
the benefit of the restitution which is hereinafter explained. 

M. Eiffel has received from the company allowances on account and 
advances, to be repaid for the putting in place and furnishing of the 
things necessary for the construction of 8 locks. 

These allowances and advances were to cover not only the value of 
the supporting works and the articles but also the expenses attending 
their preservation and alteration up to the completion of the canal 
work if the canal work had been carried to a conclusion. They com- 

Srise, besides, a part of the remuneration of the contractor up to the 
nishing of the locks. 

It has resulted from reports made from the Isthmus, by order of the 
liquidator, that M. Eiffel has complied with his engagements so far as 
concerns the installations and the articles necessary for the construc- 
tion of the 8 locks, but the interniption of the work put a st«p to the 
expenses hereinabove mentioned and left the contractor a portion of 
the benefits which did not arise from a finished work. 

In these circumstances it appeared just to the liquidator to make 
M. Eiffel restore a part of the allowances. This restitution has been 
fixed by agreement at the sum of 3,000,000 francs, which M, Eiffel 
has paid to the liquidation; that is to say: 

Francs, 

In money 2, 280, 082 

In notes 300, 000 

By abaniloning the money retained as guaranty by the company 41fl, 018 

3,000,000 

2. M. Eiffel turns over to the liquidator all the large and .small 
materiel, the machines, constructions, implements, supplies of all 
sorts, as well as the tracks, dams, supporting works, houses, buildings, 
magazines, sheds, etc., all of these in the condition in which they may 
be on the Isthmus, without any exception or reservation. 

M. Eiffel puts at the disposition of the liquidator in the condition 
of manufacture in which they may be the materials of all kinds 
destined for the locks, and at present in the plants on the Isthmus, 
or in the shops and factories of Al. Eiffel and the shops of those fur- 
nishing them to him in France. 

The inventory of the materiel shall be delivered within eight days 
to the liquidator, who will take charge of said things. 

M. Eiffel will remain chargeable for one year with the expense for 
rent of the ground on which these materials are or may be placed. 
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M. Eiffel becomea personally responsible for all claims which may 
be made by those furnishing the materials to him on his order; he 
can not, on this ground, have any recourse against the company. 

3. The company, which has already taken charge of the material 
and installations in the condition in which they were found, gives 
M, Eiffel a releaj^e of responsibility for them; there shall be setued a 
detinitive arrangement as to the worlt which has been done bj' 
M. Eiffel. 

4. The debit or credit which may result therefrom for M. Eiffel will 
represent the settlement of all accounts. The settlement shall be in 
bills returned by M. Eiffel, or in acceptances by the liquidator if 
M. Eiffel is found to be a creditor. 

5. The liquidator will restore within three days after the judgment 
of confirmation the bills and values belonging to M. Eiffel either as 
guaranty retained or as security. 

6. The pledging of February 9, 1889, is continued in force. 

7. The present agreements will be definitive after they have been 
approved by the tribunal at the instance of the liquidator, 

S. Each party shall pay half of the expenses of registration and 
approval by the tribunal. 

This agreement was approved by a judgment of the tribunal of the 
Seine dated July 31, 1889, registered the 6th of August following. 

In execution of article i of this convention the status of the work 
done by the concern has been established b}- the parties acting in 
accord, and M. Eiffel has been recognized as a creditor to the amount 
of 858,896.75 fmncs, which has been paid him in bills accepted by the 
liquidator. 

CONCERN OF BAKATOUX, LETET.LIER * CO. 

The arrangement with Bai'atoux, Letellier &Co. has been concluded 
on the 23d October, 1889, on .the following conditions: 

1. The parties are held released from all engagements whatever and 
renounce on both sides all claims; 

2. The contractors abandon to the canal company a part of the 
materiel and installations belonging to them; 

3. 'J'he company takes charge in the condition in which they ai-e 
found all materiel and installations which belong to it and releases 
the contractor from his responsibility; 

4. The definitive settlement of the amount of work performed by 
the contractors has resulted in a credit of 433,585, 72 francs in favor of 
the contractors; 

The liquidator accepts, "up to that amount, bills drawn by MM. 
Baratoux, Letellier & Co. 

5. The pledge of Februarj' 9, 1SS9, is continued in force; 

6. All accounts are i-espectively closed and ended; 

7. The agreement will be definitive after approval by the tribunal. 

This convention has been approved by a judgment of the civil tri- 
bunal of the Seine, dated November 20, 1889, registered December 7 
of the same year, 

CONCERN- OF JACOB. 

The dissolution of the contract with the Jacob concern could not be 
effected by M. Brunet on account of the number and large amount of 
the claims presented by the contractor. 
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The examination of these claims was commenced b}' M. Brunet 
before he ceased to act, but their settlement remained in suspense and 
is being arranged at present. 

AMERICAN CONTRACTING AND DREDGING COMPANY. 

The settlement of the affaira of this concern requires waiting for an 
expert examination now goin^ on to deteiinine the cubic excavation 
done by them in a limitea section of the canal. 

This controversy was not arranged by M. Brunet during his incum- 
bency, and is still under discussion. 

Besides these five great concerns there existed contracts of less 
importance, the definitive settlement of which had not been accom- 
plished on account of disagreements between the company and the 
contractors. These are the contracts with Nercam and Piza, Lindo, 
Baudouin & Co. 

NERCAM CONCERN. 

M. Nercam, charged in the month of January, 1886, with works 
of derivations to the canal, demanded the dissolution of his eonti-act, 
the payment for the work executed, and compensation for the injury 
which liad been caused him, to the total amount of 1,200,000 francs. 

By judgment of December H, 1889, the civil tribunal of the Seine 
has declared the contract dissolved and has condemned the liquidation 
to pay to this contractor, for the two chief reclamations, a total sum of 
350,000 francs, but to accord to the liquidator a delay of a year to free 
himself. 

PIZA, IJ>'DO * BAUDOUIN CONCERN. 

An identical solution has intervened for these contractors, charged 
like the preceding with works of derivations on the canal, who claim 
307,023 francs, though on March 36, 1890, the civil tribunal of the 
Seine pronounced the dissolution of the contmct and condemned the 
liquidation to pay to that concern a sum of 204.970. 76 francs, in which 
total were 107,023 fi-ancs, the amount of the retained guaranty, and 
gave the liquidator a year in which to settle. 

The retaking of materiel by the agents of the liquidation on the 
Isthmus and the restoration of the plants have given rise to no 
complication. 

[Extraot from seconii repmt of the liquWfltor,] 

On the 2d of December, 1890, a seizure was made, or attachment in 
the hands of the I^ottery Bond Company, of prizes due and to become 
due to the liquidation ujwn bonds held by that company. • * * 

The !ndi\'idual proceedings taken bj- sevei-al shareholders created 
many ditficulties, which would only increase if a solution was not 
aiTived at without delaj-. 

On the other hand recent publications by journals in America and 
Colombia revealed the fact that the United States, knowing how much 
more rapidly and inexpensively the Panama Canal can be built than 
any other, was awaiting the moment when it could get the benefit of the 
work commenced and bring it to a conclusion with small expense with 
out taking any account of the efforts and the sacrifices previously made. 
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M. Kiffel l»^mm..H pers^inally re^pon-ible forallclai 
r»e made hy tb<jr4e fumifhing the matfrial^ to him oi 
ran not, on this grouml. have anv recourse a</ain3t th- 

3. The company, which has already takeir rharo-.- 
and in.>italIationj* in the condition in whirh ther \ 
M. fciffel a release of responsihilitv for them: ibei. 
dchnitive arrangement as to the work which ■ 
M. Kiffel. 

4. The debit or credit wbieh mav result theref i 
represent the settlement of all accounts. The - 
hills mumed by M. Eiffel, or in acceptance 
M. Eiffel is found to be a creditor. 

5. The liquidator will restore within three 
of contirmation the bills and values belong it. 
guaranty retained or an security. 

6. The ple<Iging of February 9. 1S89. i> i-. 

7. The present agreements 'will be detit.' 
approved by the tribunal at the instance .-■ 

H. Each partv shall pay half of the . 
approval by the tribunal. " 

This agreement was approved br a ji: 
Seme dated July 31. ISfilf. regLsterei! il 

In execution of article 4 of this cni> 
done by the concern has been csta'' 
accord, and M. Eiffel has been recii" 
of H.53.K96.7a fmncs, which ha-s be.tT 
liquidator. 

CONCERN OF BAH 

The arrangement with Barat' 
on the 2M October, 1S«9, on tl 

1. The parties are held relwi 
renounce on both sides all ckii 

2. The contmctors abandon 
materiel and installations licit. 

3. The company takes <li;i: 
found all materiel and iii-[:< 
the contractor fi-om his u-f, 

4. The definitive settlm ■ 
the contractors has resiiUi' 
the contractors; 

The liquidator acciiii-, 
Baratoux, Letellier^'i C ■. 

5. The pledge of Fi!,. 
(). All accounts tire . 
7. The agreeuinil 
This convention In. .; 

bunat of the Seine 
of the same vcitr. 



■ ii'-ultiiig fi-om 
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-t- demands should be resisted, 
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■fmncs. There was to be added 

v'f ihe company and belonging to 

.i^e between the liquidator and M. 



Thedissoliitic 
effected liy M. 
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■( -ium remaining due to the latt«r to 
->:n:ei.l at :>l>3.065.50 francs, 
u to that amount, bills drawn by M. 
(itvretit, the said notes guaranteed by 
•[ the shares of the Panama Railroad 
;o th* ivntractor. 

the liquidation all the materiel, installa- 
"•te. mo\'aWe property, and supplies of 
^ the Isthmus. 
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^ reciprocally released each other from every engage- 

' all ulterior claims. This convention has been 

•t of the civil tribunal of the Seine, dated July 

■•-HOCHBT CONCERN. 

' etween the contractors and the coin- 
hands of MM. Ehrmann & Co., 
'*00 piasters. 
■ !> liquidation was condemned 
■I'ce of Panama to pay the 

"cision, MM. M^tivier 

:.- been agreed that the 

. includinff interests and 

from the nands of MM. 

. 1 inent was approved the 13th 

)iL]ial of the district of Panama 



, liACTING ASD DREDGING COMPANY. 

j: this concern, claimed for work per- 
il I the Panama company the payment for 
miIis subscribed the 8th of January, 6th of 
■:'. and b}' a pledge of — 

.1 liiiilroadatock 2,579,510.56 

132,091.97 

300,000.00 

1111 of a. litigation prior to the diimliition of the 

> 600,000.00 

3,611,602.53 

111! i>f December, 1890, the obligations subscribed and sev- 

■- renewed not having been paid when due, Mr, H. Slaven 

-led his intention of realizing on his pledge. 

I' ini{>ortance was I'ealized of maintaining in the hands of the 

ihoiders the ownership of the shares in the American Railwav; 

-jiired with this thought, the liquidator sought means to set free the 

'■'..'><H\ shares held by Mr. H. Slaven. 

Hy the terms of an agreement of the Slst of December, 1890, exe- 
cuted on the 10th of January, 1891, the liquidator turned over to Mr. 
H. Slaven: 

In monev and dividends received on the Panaraa Railroad shares 1,717,037.70 

7,500 lottery bonds at their value on January 10, 1891 562, 500. 00 

2,279,537.70 
Mr. H. Slaven has surrendered to the liquidation the obligations 
which he has in his hands and the 3,000 shares of railroad stock and 
the parties have renounced all claims. 

Admitting, which is improbable, that the 7,500 lottery bonds would 
have been realized at 75 francs, this agreement resulted in the aban- 
donment by Mr. H. Slaven of a sum of l,33'2,0t)4.83 francs of his 
pretensions. 
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The Republic of Colombia was commencing to regard with a less 
hostile eye the American views. 

The civil tribunal of the Seine, doing what an extraordinarj- geueral 
meeting of the stockholders of the Panama Company had not been able 
to do, since such a meeting had been found to be impossible, gave the 
liquidator the most extensive powers — ' ' notably to cede or contribute 
to any new company the whole or part of the conipany assets." 

In some montns, perhaps in some weeks, the difficulties experienced 
by the liquidator would nave increased to such a point as to render 
impoesible the execution of this mission (mandat). 

It was necessary, then, quickly to arrive at one of two solutions: 

The constitution of a new company for the construction of the canal, 
or, all hope of recommencing the work being finally abandoned, the 
liquidation to be finished {la liquidation effective). Assuredly, not- 
withstanding the expressed wishes of a great many bondholders, it was 
not to be expected that Parliament would guarantee or patronize an 
undertaking which is of a private chai-acter. • * • It did not suit 
the Government or Parliament to cause hopes to arise which might 
once again transform themselves into cruel deceptions. 

But it was not to be overlooked that there exists an amount of 
material, machines, etc. {un materiel), which was very important, and 
which has no value if the work of the canal is not resumed, and a total 
of works, constructions, materials, workshops, which return to Colom- 
bia if there should be a complete abandonment of the enterprise 
unhappily interrupted. 

THE JACOB CONCERN. 

M. Jacob claimed from the liquidation for damages resulting from 
the breach of his contract: The concession to other concerns or execu- 
tion by the company itself of works which should have been given to 
him; failure to receive in due time or condition ntat^riel to be furnished; 
delay in the execution of certain dredgings; payment of bills for articles 
intended to replace others, etc. ; the stopping of the work by the fault 
of the company; a material error in accounts; loss by exchange of 
money, and finally for expense of preservation and protection of 
materiel, a sum of 8,826,973.22 francs. 

The liquidator considered that all these demands should be resisted. 
It appeared to him after a revision of the invoices that there was due to 
the concern only the sum of 553,065.-50 fi-ancs. There was to be added 
to that sum the guai-ant3' in the safe of the company and belonging to 
M. Jacob, 250,000 francs. 

As a result a transaction took place between the liquidator and M. 
Jacob on July 25, 1890. 

The definitive statement of the sum I'emaining due to the latter to 
settle all accounts has been arranged at 803,065.50 francs. 

The liquidator has accepted, to that amount, bills drawn by M. 
Jacob and bearing 3^ per cent interest, the said notes guaranteed by 
special pledge (nantissement) of the shares of the Panama Railroad 
Company alreadj- turned over to the contractor. 

M. Jacob has abandoned to the liquidation alt the materiel, installa- 
tion and construction implements, movable property, and supplies of 
whatever kind belonging to him on the Isthmus. 
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The parties have reciprocally released each other from every engage- 
ment and renounced all ulterior claima. This convention has been 
approved by a judgment of the civil tribunal of the Seine, dated July 
30, 189<.'. , 

MfcTIVIER-ROCHET COKCERJi. 

In the course of a controversy between the contractors and the com- 
pany the latter has placed in the hands of MM. Ehrmann & Co., 
bankers at Panama, a guaranty of 100,000 piast«i's. 

As a result of an expert examination the liquidation was condemned 
on July 16, 1890, by the tribunal of commerce of Panama to pay the 
contractors 200,001 piastei-s 63 centimes. 

The liquidator having appealed from that decision, MM. M^tivier 
and Roohet made offers of settlement. It has been agreed that the 
liquidator ia to pay, to settle all accounts, including interests and 
expenses, 98,000 piasters, and withdraw from the liands of MM. 
Ehrmann & Co, 2,000 piasters. This agreement was approved the 13th 
of September, ISJtO, by the superior tribunal of the district of Panama 
and has been executed. 

AFFAIR OP THE AMERICAN CONTRACTING AND DREDGING COMPANY. 

Mr. H, Slaven, representing this concern, claimed for work per- 
formed since the dissolution of the Panama company the payment for 
which was guaranteed by titles subscribed the 8th of January, 6th of 
March, 11th of June, 1889, and by a pledge of — 

3,000 shares of the Panama Railroad slock 2,579,510.56 

Interest 132,091.97 

His guaranty retained 300.000.00 

In edition, on account of a litigation prior to the dissolution of the 
Panama company 600.000.00 

3,611,602.53 
At the end of December, 1890, the obligations subscribed and sev- 
eral times renewed not having been paid when due, Mr, H. Slaven 
manifested his intention of realizing on his pledge. 

The importance was realized of maintaining in the hands of the 
bondholders the ownership of the shares in the American Railwav; 
inspired with this thought, the liquidator sought means to set free the 
3,000 shares held by ^fr. H. Slaven. 

By the terms of an agreement of the 31st of December, 1890, exe- 
cuted on the 10th of January, 1891, the liquidator turned over to Mr, 
H. Slaven: 

In monev and dividends received on the Panama Hailroad shares 1,717.037.70 

7,500 lottery bonds at their value on January 10, 1891 562,500.00 

2,279,537.70 
Mr. H. Slaven has suiTendered to the liquidation the obligations 
which he has in his hands and the 3,000 shares of milroad stock and 
the parties have renounced all claiuis. 

Admitting, which is improbable, that the 7.500 lottery bonds would 
have been realized at 75 francs, this agreement i-e8ulte<l in the aban- 
donment by Mr. H. Slaven of a sum of 1,332,06-1:. 83 francs of his 
pretensions. 
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HAKOLLE AFFAIB. 

On the 20th of March, 1SS9, M. Marolle, civil engineer, to whom 
had been confided the admission of proceeding in concuri;ence with 
two Colomhiftn engineers to the work of measuring, marking, and 
platting of the 250,000 hectares of land conceded to the Panama Com- 
pany in execution of the law of concession of 18th of May, 1878, sued 
the liquidation for payment of— 

1. TheBecondhalfof theBumheclaimedtobeduetohimforhisBerviceB. 405,705.00 

2. Payment for a supplementary raeaaureinent not coDtemplated by the 

agreement with the comjiaiiy 205, 313. 75 



By judgment of the 21st of May, 1890, the tribunal of the Seine has 
disallowed the second claim of M. Marolle and has suspended his claim 
for payment, giving the liquidator four months in which to examine 
and have the Colombian Government examine the plats made by 
Marolle, and ha« condemned the liquidation to pay M. Marolle pro- 
visionally 250,000 francs, gmng him until December 31, 1890, to make 
payment. At the expiration of that suspension M. Marolle demanded 
of the tribunal the execution of the judgment of the 21st of May, 1890, 
and the payment of his credit, namely, 405,705 francs. The liquidator ' 
claimed that the condemnation of the aiat of May, 1890, was only con- 
ditional; that the condition, that is to say, the delivery of exact plats 
prepared in conformity to the requirements of the Colombian laws and 
signed I)y the two Colombian engineers, had not been complied with, 

The tribunal, by judgment of June 17, 1891, held that the matter 
was res judicata and condemned the liquidator to pay M. Marolle the 
balance of his credit, "but only on the day on which M. Marolle shall 
have given him posses.sion of plabj signed by the two official colleagues 
and complying with the conditions required for submission to the 
approval of the Colombian Government." 

This putting into possession has not taken place. 

NERCAM AFFAIR. 

The civil tribunal of the Seine, by judgment of December 11, 1889, 
condemned the liquidation to pay M. Nercam, former contractor of 
the Panama company, the sum of 305,000 francs for work and damages, 
and gave the liquidator a vear in which to pay. 

At the expiration of that time the heirs and representatives of M. 
Nercam, who had inscribed a mortgage under the judgment upon the 
immovable property in the Rue Caumartin, proceedea to the seizure 
of that immovaole, which was already effected by several other judi- 
cial mortgages, 

A judgment of March '28, 1891, having converted the sale upon 
seizure into a sale upon judicial publication, the immovable property 
was put up for sale the 13th of June, 1891, at the fixed minimum of 
1,500.000 franca, and did not find a purchaser. A new offer was made 
at the reduced price of I.OOO.OOO francs without resulting in bids on 
the 12th of August, 1891, and the affair was postponed. The mortgage 
creditors showed groat impatience and a new offer of sale is to be 
expected soon. 
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OP LAURIT-LIARD, FLEURY, AND OTHERS. 

Some few bondholders of the Panama Company have obtained before 
the justice of the peace in aome instances ana before the civil tribunal 
of the 8eine judgments which have condemned the liquidator to pay 
them the amounts of their coupons overdue and the amount of their 
bond. 

The liquidator has solicited and obtained from these tribunals sus- 
pensions, during which he hoped to realize combinations which by 
improving the fate of the bondholders mi^ht perhaps do away witn 
the personal feeling which has been shown m the pi-osecutions. 

Eyenfcj have not permitted the liquidator to attain that end before 
the expiration of the suspensions accorded by the tribunals, and two 
bondholdei"s have proceeded successively to the attachment of movables 
of the liquidation, lottery bonds not issued, and a sum of 15,081.50 
francs in money. 

The liquidator instituted before the court a demand to have declared 
void these different seizures of movables which constitute the necessary 
implements of the liquidation, on sums declared unseizable by a stat- 
ute, on property whi(Si the liquidator alone has the power to negotiate. 

These proceedings are pending. 

The liquidator has considered it his duty to defend step by step and 
to the last extremity the asset* of the liquidation against proceedings 
by individuals, and not to contribute to have those assets become the 
prize of the race course and be absorbed by certain creditors whose 
situation enables them to make advances, to the detriment of all the 
others. 

Further reference wilt be made hereafter to the situation created by 
these isolated proceedings and to the necessity of getting them disen- 
gaged. 

AFFAIR VIGNAUD, BARBAUD. BLANLEUIL A CO. 

The action bet\veen this concern and the liquidation is still pending. 

VARIOUS PROCEEDINGS IN COLOMBIA. 

Various proceedings are still pending in Colombia; the controversies 
in court permit one to hope they can be regulated in France by means 
of transactions which will !>e submitted to the confirmation of the civil 
tnbunal of the Seine; as the othei-s befoi-e the judges in Colombia con- 
form to a legislation and a procedure very different from ours, the 
liquidator can not anticipate what will be tlie issue of them. 



[Third Ri'port of the liquidator.] 

The third report of the liquidator (made after the Parliament had 
been induced to pass the act of July, 18y3, and after the fonnation of 
the new com^Miny had begun) contains the following; 

The litigation has had extensive progress in uie period between 
November 12, 1891, and July 1, 1893, the date of the promulgation of 
the law concerning the liquidation. I consider it my duty to give 
here, as in my preceding reports, an expotiition of these matters. 
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NERCAM AFFAIR." 

At the auction of August 12, 1891, the immovable property of the 
Panama company. No. 46 Kue Caumai-ttn, Paris, did not find a pur- 
chaser at the minimum price of 1,000,000 francs. It was again offered 
for sale at the the Diiiiimum of 800,000 francs, without result, on the 
9th of December, 1891. Finally on February 13, 1892, M. Jules 
Jaluzot became the purchaser for 600,050 francs. 

A settlement was made among the mortgage creditors as to the said 
sum of 600,050 fmncs, and resulted in a friendly arrangement, as the 
result of which several debts of the company have been entirely 
extinguished. 

These are those of: (1) M. Fleury; (2) M. Nercam, suitor; (5) M. 
Ehrmann, ti-ansferee of a part of the Neream debt; (4) MM. R. T. 
Sondei-egger & Co. (contract as to work at Bobio-Soldado). 

Finally, Messrs. Baudouin and Piza Lindo, admitted for a credit of 
208,721.59 francs, received only a sum of 101,079 francs. 



t OF VIGNAUD, BARBAUD BLANLEUIL * CO." 

The situation has not changed. 

AFFAIR MAROLLE." 

This matter has been settled. 
' Carrying out the provisions of the judgment of June 17, 1891, that 
is to say, the turning over bj' M. Marolle of plans signed by his two 
official colleagues, and conforming to the conditions neeessar}' for 
submission to the approval of the Colombian Government, M. Marolle 
has claimed the pavment of his credit, that it is to say, 405,705 francs. 
On July 5, 1892, thgve took place between M, Marolle and M. Mon- 
chicourt a transaction by the terms of which the liquidator agreed to 
pay to M. Marolle, after approval of such agreement by the court, a 
sum of 300,000 fi-ancs to settle all accounts. 

This transaction was approved by judgment of the council chamber 
of the court dated July 13, 1892, and has been executed by payment 
to M. Marolle on the 28th of the same month. 

VARIOua PROCEEDINGS IN COLOMBIA." 

Trufley transaetion. — Among other proceedings brought before the 
Colombian tribunal against the Panama company, or the liquidator, 
eight have been terminated by a transaction concluded at Paris with 
M. Trufley, representing the various parties interested. 

These affaii-s were of different kinds; they consisted: 

1, In demands in regulation of accounts and indemnities of canceled 
contracts by the contractors or work people of the entei-prise, Brochet 
& Griani, Gay, Papis, Panzani; 

, 2. In a demand for indemnity, introduced by an agricultural and 
industrial society called Plaj'a de Flor, on account of the loss of a stoop 
belonging to it; 

3. Finally, in a demand for indemnity on account of dismissal made 
by an agent of the company named Pellissier, and by the widow of 
another agent, Mme. Girod. 

"See of Second Eeport. 
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The demands of the contractors and workmen and of the Playa de 
Flor Company were stated in piasters, and amounted to a total of 
919,601 piasters. Tboae of M. Pellissier and Mme. Girod, stated in 
f i-ani's. represented the sura of 6,S3S francs. After a transaction, dated 
March 11, 1S92, all these proceedings have been terminated by a pay- 
ment consented to by the hquidator of a round sum of 120,000 piasters, 
that is to say, 444,000 fmncs, at 3.70 francs the piaster, which the agent 
of the parties interested charged himself with dividing among them. 
The payment was to be effected after approval by the tribunal bv 
transmitting to M. Trufley of 5,208 lottery bonds, the value of eacK 
bond calculated at 85.25 fmncs (note these bonds were then quotedjjn 
the bourse at 72 francs). 

This transaction was presented to the tribunal for approval, but the 
chamber of the council, by judgment of 25th of August, 1892, did not 
consider itself required to approve it except as concerned the affair of 
Gay, in which a minor was found to be mterested, holding as to the 
rest, "that it belonged to the liquidator according to the teims of the 

?owers which have been conferred upon him to enter into transactions 
letransiger), if he finds it useful without authorization by the courts," 

Tanguy (7/a(>,— According to a contract of May 28, 1884, the com- 
pany had conceded to M. Am^dee Ljg^e a lot of lands to be excavated, 
calculated by the contract at 200,0()0 cubic meters, at a place called 
" Lee Buttes de Pena Blanca," between kilometere 21 k. 870 m. and 23 
This contract was transferred after the death of M, Lig^e to M. Tanguy 
by a substitution dated 24th October, 1884. 

According to an agreement of the 3d of January, 1888, this contract 
was dissolved, but uie parties not being able to agree as to their 
respective accounts, the Canal Company obliged itself by the said con- 
vention to turn over provisionally to the safe of M. Henry Ehrmann, 
banker at Panama, the sum of 120,000 piasters as guaranty for the 
indemnities which might be allowed to M, Tanguy by a definitive deci- 
sion of the courts having jurisdiction, M. Tanguy carried his demand 
for indemnity before the Colombian judges, and after a long proceeding 
there was, on May 19, 1892, a judgment of the tribunal of commerce 
of Panama condemning the liquidator to pav M, Tanguy the sum of 
124,268,33 (piasters). 

The representative of the liquidator in advising him of that decision 
informed him, after having taken the advice of the counsel of the liqui- 
dation at Panama, that this judgment if taken before the appellate 
tribunals could only be confirmed, and that the amount would only be 
augmented by a condemnation in the costs, while on the other hand 
it was possible to settle by abandoning 'to M. Tanguy the 120,000 
piasters on deposit with M. Ehrmann. 

But the liquidator was served with oppositions at Pai'is of the 
sums due to M. Tanguy, oppositions not made regular by proceedings 
at Panama, and consequently without effect accoi'ding to the juris- 
prudence of the Colombian tribunals. The liquidator, after having 
brought the facts to the knowledge of the opiKwing parties and having 
waited the time necessary to permit these to regularize their pro- 
ceedings, caused to be submitted to the Colombian judges the question 
of the validity of these oppositions. 

On July 19, 1892, the superior tribunal of Panama judging in last 
resort declared void and of no effect the attachments in Paris. 

In consequence a transaction was concluded on July 3, 1892, by the 
terms of which this affair was terminated by the abandonment to M. 
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Tanguy of the 130,000 piasters on deposit with M. Ehrmann. Thia 
transaction was approved by judgment of the superior tribunal of 
Panama dated July 25, lSi)'2. 

Lux affair. — By the terms of a contract dated October 1, 1888, 
M. A. Lux engaged himself to furnish to the company 40,000 ties for 
ordinary railroad tracks. The delivery of these 40,000 ties was to be 
effected as follows: Twenty thousand ties within three months from 
the signature of the contract, that is, as extreme limit by the 1st of 
January, 1889, the 20,000 others in the following two months, extreme 
limit March 1. If at that date the delivery was not completely made, 
M. Lux was to incur a penalty without any legal proceedmgs (de plein 
droit) of 500 piasters. 

The delivery not having been accomplished within the presciibed 
time, M. Lux was directed by order from the company's officials dated 
March 8, 1889, to suspend the furnishing of tics until further orders. 
M. Lux, claiming that the delay in the delivery was caused by the 
company, and moreover, that he had a right to continue the delivery 
upon paying the penalty of 500 piasters, sued the company before the 
Colombian tribunal for the payment of 44,711.80 francs, value of the 
31,937 francs remaining to be delivered, and 15,000 piasters by reason 
of the damages for nonreception of the ties, to wit: a total of 59,711.80 
francs. 

The tribunal of commerce of Panama sustained in part the claims of 
M, Lux and condemned the liquidation to pay to M. Lux the sum of 
44,711.80 francs, representing the value of the 31,937 ties to be deliv- 
ered, rejecting the demand for .damages. This decision carried on 
appeal before the superior tribunal was set aside and the company was 
discharged from the condemnation pronounced against it. Finally, 
the court of cassation at Bogota getting jurisdiction confirmed the 
sentence of the superior tribunal. 

PROCEEDINGS INSTITUTED BY VARIOUS BONDHOLDEJtS. 

1. Joreaii affair. — Mile Joreau, bondholder, obtained on January 
26, 1893, from the civil tribunal of the Seine a judgment condemning 
the liquidator to pay her — 

(1) The amount paid by her for her subscription to divers bonds of 
the company; 

(2) Damages representing the amount of the sum pi-omisod as antic- 
ipated reimbursement (prime d'amoilissement) due on those bonds; 

(3) The unpaid coupons up to December 14, 1888; 
(4J The legal expenses. 

This judgment gave to the liquidator tive weeks in which to pay, a 
time during which all proceedings were to be suspended. 

This time having expired, the liquidator, in view of the vote of the 
Chamber of Deputies on the bill presented by the Government on 
March 6, took an appeal from that judgment. 

In contempt of that appeal Mile Joreau caused the seizure, on March 
8, at the hea!dquarters of the liquidation, of unissued lottery bonds. 

The liquidator immediately introduced a proceeding to nullify that 
seizure, which is now pending before the tribunal. The court of 
appeal by decree of June 29, 1893, simply and without change con- 
firmed the judgment of January 26. 
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Mile Joreau has caused the service, in virtue of her judgment, of 
attachment orders upon divers persons. 

2. lifjffc/- affair. — Thid affair is identical with the Joreau affair. 
J'rtntptyin qffh/r.—The same as the Joreau affair. 
Do»nad!eu and Bi/rM/a/a affulra. — The same. 

Debrm affair. — The same. 

Affair of the h^irs of VuiUant.—The same. 

JJevoi'aTPe affair. — The same. The same proceedings, the same 
appeal, tlie same measures to secure execution (mer-ure conservatoire), 
only M, Denovarre has proceeded by opposition. 

3. Salleix-Lahinye ajfnir. — An affair analogous to the Joreau affair. 
Judgment of the same day, January 36, 1893, not yet notitied (signiti^). 

No measure to secure means of execution. 

4. Dmimie a^a/r.^An affair analogous tx) those of Joreau and 
others. 

5. DiviTs hondliolderx.^AlA. Pichot, Noyelle. Delaplace, Laporte, 
Gesnys, Pilon; Vve. Lepecheux. Dubar, Katfaid, Bonhoure; Mile. 
Tanies, Chappellier. Estagerie; Vve. Sari-azin, Sassier, Brion, Petit; 
M. Jamain. 

Proceedings introduced by the above mentioned with the same object 
as the Joreau suit. The affairs are pending. 

JJ. B. — M. Estagerie has considered himself authoi-ized by his bonds 
themselves and without judicial permission to enter an opposition in 
the hands of M. Silvestre, notary at Tulle, as to the sums which may 
be due to the liquidation. 

Same situation as to M. Sassier. Mme. Vve Brion, M. Jamain, and 
Mme. Petit. In these cases the oppositions have been served upon 
Messrs. Hugo Oberndoerffer, Eiffel, Baihaut, and others. All these 
individual suits and the measures talien in pursuance of them are to-day 
suspended in consequence of the promulgation of the law of July 1, 
1893, which will be discussed heremafter. 

Mirraccioli affair. — M. Muraccioli, contractor, sued the liquidator 
on the 21st of October, 1892, for payment of an account of 846 piasters 
4 centavos, representing 3,380.15 francs, at 4 francs the piaster, iixed 
by the plaintiff. 

The liquidator, while recognizing the principle of the demand, claimed 
to owe only 3,274,53 francs, the piaster being worth, according to him, 
3.875 francs. 

The tribunal, b}- judgment of April 11, 1893, condemned the liquida- 
tor to pay M. Muraccioli the sum of 3,380.15 francs. 

The judgment was notitied to the liquidator the 23d of May, 1893. 
It has not oeen executed. 

This action is also suspended as a result of the promulgation of the 
law of July 1, isas. 

Mi-inach affair.— On December 3, 1892, the licjuidator. in view of 
the actions and rights which he might have to make use of against the 
succession of Baron de Keinach, served notice upon his heirs and M. 
Imbert, provisional administrator of his succession, prohibiting them 
to proceed without his presence with the operations of accounting 
liquidation and division of the succession. 

Moreover, on August 27, 1893, the liquidator sued M. Imbert, admin- 
istrator of the succession of Keinach, for restitution of the sum of 
9,253,792.59 francs, received by M. Reinach on account of (1) participa- 
8751—02 9 
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tion in the syndicates of the different issues of bonds of the Panama 
company; (2,) payment of expenses of publication for the said issues; 
(3) payment of commission by the concerns Cubtill, De Lungo, Wat- 
son & Van Hattum, Artigue, Sonderegger & Co., and Eiffel. 

Comelim Hers affair, — M. Imbert, provisional administrator of the 
succession of Baron de Keinach, instituted before the civil tribunal of 
the Seine a suit against M. Cornelius Herz, to have it declai-ed that 
seven pieces of real property situated at Paris, and appearing to belong 
to Mme. Cornelius Herz, were in reality the projjerty of M. Cornelius 
Herz and should be replaced among his assets. 

By means of conclusions notified the 19th of June, 1893, the liquida- 
tor intervened in the proceedings to join in the demands of M. Imbert. 

Subsequently to this date M. Gautron, appointed coliquidator, intro- 
duced conclusions to revive the action. 

M. Lemarquift, mandataire of the bondholders, also intervened in 
the proceeding. 

On February 15, 1894, the civil tribunal of first instance of the Seine 
rendered a judgment (judgment sustaining the demands quoted). 

The tribunal also founa itself possessed, bv the action of M. Lemar- 
quis, mandataire of the bondholders, of a demand fbr restitution of 
tne sum of 600,000 francs received by Cornelius Herz from the Panama 
company. 

MM. M one hi court and Gautron intervened in that proceeding. By 
a judgment, also rendered February 15, the tribunal admitted the inter- 
ventions of MM. Monchicourt and Gautron in their official characters 
and suspended judgment to await the definitive result of criminal pro- 
ceedings against Cornelius Herz, reserving a decision as to costs. 

On the lOth of March, 1894, a transaction took place between M, 
Imbert, judicial administrator, and the succession of M. de Keinacb, 
M. Lucien de Heinach, Mile Juliette de Reinach, M. Gautron, coliqui- 
dator of the Universal Company of the InteroceanJc Canal of Panama; 
M. Lemarquis, mandataire of the bondholders of Panama, and Mme. 
Bianca Saroni, wife of Cornelius Herz, acting as well in her own name 
as the authorized agent of her husband. 

This transaction will be submitted for approval to the tribunal con- 
formably to the requirements of the law of July 1, 1893. 

Bnihaut affair. — Madame Baihaut, following up a proceeding insti- 
tuted by her husband, introduced before the civil tribunal of the Seine 
an action for separation of property. The liquidator intervened in that 
action in the character of eventual creditor of M. Baihaut. The action 
was pending when, on March 31, 1893, there was rendered a decree of 
the assize court [the court ordered him and others to reimburse to the 
liquidation the sum of 375,000 francs received by M. Baihaut]. Upon . 
considering these intervening matters, the civil tribunal passed upon 
the demands of Mme. Baihaut. By judgment of March 28, 1893, the 
tribunal pronounced the separation of properties, admitted the inter- 
vention of M. Monchicourt, declaring as to the rest that the operations 
of the liquidation could not take place except in his pi'esence or after 
due notice to him. 

The beginning of the operations of the liquidation, at the instance 
of Mme. Baihaut, took place on April 10, 1893, with the aid of M. 
Bertrand, notary. The liquidator caused himself to be represented 
there. It is not Isnown at present what sum the liquidator will be able 
to recover from the personal property of M. Baihaut. 
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Cottn affair. —On March 27, 18&3, Mine, Cottu introduced an action 
for sepanition of goods against her husl:»and, Henri Cottu. By conclu- 
sions notified the 16th of April, 1893, the liquidator intervened in that 
action. By judgment of May 15, 1893, the tribunal pronounced the 
sepai'ation or goods between husband and wife, admitted the interven- 
tion of the liquidator, and ordered that the operations of liquidation 
were to take place only in the presence of M. Monehicourt. The 
liquidation is proceeding. 

Hugo Obeyndoerffer a^fflw-.— On May S*, 1893, the liquidator sued M. 
Oberndoerffer f or restitution of the sum of 3,931,354.45 francs received 
by him by I'eason of: (1) Participation in the syndicates for the issue 
of the bonds of March 14 and June 26, 1888; (2) commissions for plac- 
ing bonds andaidintheissueof June26,1888; (3) payment of expenses 
of publication. The affair is pending. 

Wyne affair. — In May, 1890, the liquidator confided to M. Lucien- 
Napoleon Bonaparte Wyse the mission of going to Bogota to negotiate 
witn tlie Colombian Government for a prorogation of the concession 
accorded on the 18th of May, 1878, for the construction of the canal 
of Panama. 

On his return to France, after having obtained the prorogation on 
the conditions which the liquidator has explained in his second report 
M. Wyse claimed from the liquidator the payment of his fees. On 
account of this payment a dis^reement arose between M. Bonaparte- 
Wyse and the liquidator, M. Bonaparte- Wyse placing his case before 
the first chamber of the civil tribunal of the Seme. 

Finally, M. Bonapart«-"VVyse claimed a million, of which the liquida- 
tor refused to pay tne whole amount, alleging that M. Bonai>arte- Wyse 
had not fulfilled nis orders in the conditions provided, and that a por- 
tion of the amount could not be exacted. The liquidator offered 
400,000 irancs. 

By a judgment of the 11th of January, 1894, the tribunal condemned 
the liquidation to pay M. Bonaparte- Wyse the sum of 400,000 francs 
in full settlement of all claims. 



During the month of August, 1893, MM. Monchicourt and Gautron, 
both acting in the name of and as liquidato.rs of the Universal Company 
of the Interoceanic Canal of Panama, summoned theformer administra- 
tors of the said company before the civil tribunal of first instance of the 
Seine for the payment of damages to be fixed by accounting for mis- 
management, and demanded a provisional condemnation of 50,000,000 
francs. 



TRANSACTION WnU M. EIFFEL. 



On the nth of August, 1893, M. Lemarquis, mandataire of bond- 
holders entered an action against M. Kiffel for 18,000,000 francs, and 
asked that the judgment might be also in favor of the liquidator.^ of 
the Panama Company, 

On the idth ot Januarj", 1894, a transaction took place between 
MM. Monchicourt and Gautron, liquidators of the Panama Company, 
M. Lemai'quis, mandataire of the bondholdeis, and M. Eifl'el. 

This transaction will be submitted to the approval of the tribunal in 
confoiTuitj' with the law of July 1, 1893. 
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[Fourth n;[«>rl of tlie Dqiildetor,] 

III this connection I have the honor to remind the tribunal that, 
since the month of Augnst, 18!t4, I have made a, series of arrangements 
with the different contractors the terinw of which, after having exam- 
ined the accounts of each one. I have undei-takeu to pay in lottery 
bonds. warning each of them that the remittance of these lionds could 
not take place until after I had obtained, either bv judicial authority 
or friendly arrangement the release of the attacliments upon tlicse 
lottery bonds. 

BAKATOLX, LETELLIER A CO. 

Agreement of the 8th of August, judgment of loth of August, pay- 
ment in lottery bonds at their marltet value within fifteen days preced- 
ing the agreement, increased hy 3 fiuncs. 

Francfl. 

Debt s*ltle<i at 2.269,009.33 

Lottery bonds lo b« delivered, 18,270, at 12+ iranra 18.75 centimea 2, 268. SOS. 63 

Cash Imlance 103. 70 

Total 2,269,009.33 

JACOB SUCCESSION. 

Agreement of the 8th of August, 1894, approved on the 9tb of 
August, payment in lottery bonds at their marRet value within fifteen 
days preceding the agreement, increased by 3 francs, the value not 
being less than 120 francs. 

Debt settled at 2,126,366.01 

Lottery bonds to be delivered, 17,122, at 124 francs 18.75 centimeH 2,126,338.37 

Cash balance 27. 64 

Total 2,126,366.01 

ARTIGCE 80NDEKEGGER A CO. 

Agreement of August 14, 1894, confirmed August 17, payment in 
lottery bonds at their market value within fifteen days preceding the 
agreement, increa^fed by 3 francs. 

Debt settled at 1,921,004.88 

Lottery bonds to be delivered, I5,6i7, at 122 franca 68.75 centimes'. ... 1, 920, 918. 18 
Cashtialance 86.70 

Total 1,921,004.88 

I also settled the debt due M, EiflTel in execution of the transaction 
of the 26th of January, 1894, approved by the tribunal, the bonds to 
be accepted by M. Eiffel at the price of 125 francs. 

Francs. 
Amount due to him 7, 147, 264. 33 

Lottery bonds, 57,178, at 125 francH 7,147,250.00 

Cash balance 14.33 

Total 7,147,2(>4.33 
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The contractors gave me the bills which they hpld, and by an act 
received the same day by Me. M^gret, notary, they gave their dis- 
charge from the sequestration constituted on the itth of February, 
1889, and released the pledge (nantissement) which waa conceded to 
them on the 30.500 shares of the Panama Railroad Comxany, and Me. 
Oh^ramy, the pledge-holder, handed me the titles to these shares. 

In execution of the engagements which I made in the by-laws, I have 
transferred to the new company of the canal of Panama the rights of 
the liquidation in the railroad from Panama to Colon; I took the neces- 
sary steps to assure myself of the inalienability of these rights and of 
their eventual return to the liquidation in the (circumstances provided 
for by article 5, paragraph 3, of the by-laws, etc. ; in accord with the 
council of administration of the New f anama Company, the Comptoir 
National d'Escompte has been named as trustee to iiold said i-ights. 

It then remained for me to pa)' the second quarter of the 158,950 
shares of the new company subscribed by the liquidation. 

I was obliged, in this case, to pay an interest of 6 percent on account 
of delay {article 12 of the by-laws) from the 31st of October, 1S94, on 
a sum of 3,973,760 francs. 

I employed for the payment of these shares all the available resources 
of the liquidation and the sums resulting from various payments and 
transactions. 

M. Imbert, -liquidator of the De Keinach succession, paid, in May, 
189i, to M. Lemarquis, uiandataire of the bondholders, the sum of 
1,0110,000 francs in virtue of the transaction with M. Cornelius Herz 
and the De Reinach succession. 

The heirs of Barl)^ paid to M. Lemarquis, in December. 1894, the 
sum of 500,000 francs m execution of a transaction of August. 1894. 

On the Tth May and 4th December, 1894, conformably with article 
5, paragraph 2, of the law of July 1, 1893, M. Lemarquis paid these 
two sums, forming a total of 1,500.000 francs to the credit of the liqui- 
dation, into the "Caisse des depSts et consignations." 

I received, on the 31st of December, 1894, the amount of the judg- 
ment pi-onounced against M, Baihaut. namelj', 534,791.60 francs. 

Finally, after the 30th of June, 1895, M. Lemarquis paid to the credit 
of the liquidation, as realized from the ti'ansaetion with M. Cornelius 
Herz, various sums amounting together to 1,335,868.33 francs. 

Under these conditions I was enabled to pay to the new company, 
in settlement of the second quarter, on the 158,950 shares which have 
been ascrilKMi to the liquidation, 3,973,750 francs, 

I have thus been able to pay the tirst two quarters of all the shares 
of the new company subscribed by the liquidation, and have paid the 
interest for delay, without having recourse to the alienation of any 
lottery bonds. 

[Fourth part,] 
VARIOUS MATTERS. 

T<) complete the recital of the litigation (situation contentieuise) of 
the liquidation I must mention the following facts: 

1. From the time of the constitiition of the civil company for the 
amortization of the lottery bonds the headquarters of that company 
were established at the property possessed by the Panama Company, 
at Rue Caumartin, Paris, and the latter company waw charged with 
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effecting, free of charge, the payment of the sums due to the civil 
company on the lottery bonds, and to assure, free of (ihai^e, the issuing 
of the bonds and the ai-awings. 

After the liquidation of the Panama Company, and the sale of the 
■property in the Rue Caumartin, the civil company was obliged to trans- 
fer ita head offices to the branch of the Comptoir National d'Escompte 
of Paris, 2 Place de I'Op^ra, and to charge that establishment to assure 
the issuing of bonds ana drawings. 

The council of mandataires of the civil company demanded of the 
liquidation the sum of 150,000 franco as guaranty of the expenses of _ 
the administration, as well for the past as for the future. 

The judgment of the 3d August, 1894, which sanctioned the agree- 
ment made in regard to the settlement of the balance of the lottery 
bonds, fixed the sura to be paid by the liquidation at 130,000 francs. 

This judgment has been executed. 

The civil society for the amortization of the new. bonds, third series, 
of the Old Panama Company (issue of March, 1888) was in the same 
situation as the civil society for the amortization of the lottery bonds. 
It was obliged to assure the issuing of bonds and the drawings, which 
could no longer be done free of charge by the liquidation. 

It claimed from the liquidation: 

Advanceforacquiringawheel, espensesof putting numbers on the wheel, etc. . 5,280 

Expenees of aduiinietration up to 1894 1, 000 

To assure, in. the future, the expenses of administration and of drawings 30, 000 

Total 56,280 

The Tribunal by judgment of August 3, 1894, condemned the liqui- 
dation to pay: 

For acquiring a wheel, etc 5, 280 

Expenses of administration and ili'awings, as well in the past as in the future. 20, 000 

Total 25,280 

This judgment has been executed. 



[Flllli report of the liquidator.] 
LITIGATION IN FRANCE. 

Affair Vtgnaud, Burhivd, Bhinl^uil lib Co. —This affair received a 
definitive solution by means of a transaction under date the Tth of 
March^896, entered into between the liauidator of the Panama Com- 
pany, the judicial mandataJre of the bonuholders, M. Bonneau. in the 
capacity of liquidator of the company of current accounts and deposits, 
and MM. Vignaud, Barbaud, Blanleuil & Co. 

MM.Vignaud, ^rhaud, Blanleuil & Co. demanded of the liquida- 
tion the payment of a total sum of 16,402,154 francs, made up as 
follows; 

Francs. 

1. Balance of the price of their work 1,336,154 

2. Damages 1.^, OOti, 000 

Total 16,402,154 
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They demanded besides, the lestitutioa of their sei;iiritv in go\'ern- 
ment annuities (that is 37,748 francs of 3 per cent rente of the French 
Government) with the back receipts or interest on them and the reim- 
bursement of the sum of 1, 283, 547. :iO francs arising from the guaranty 
held by the Old Panama Company. 

The liquidation, on its side, claimed to be a creditor of MM. Vignaud 
Barbaud, Blanleuil & Co., by reason of the inexecution of their con- 
ti-acts. and claimed from them the sum of 8,058,703.65 francs. Finally, 
M. Bonneau. judicial liquidator of the company of current accounts and 
deposits, intervened in the name of that company as the creditor of 
MjI. Vignaud, Barbaud, Blanleuil & Co. 

In this situation, the parties being desirous of putting an end to the 
suit in which they were engaged, concluded a transaction on the fol- 
lowing basis: 

M. Bonneau was authorized to withdraw from the Caisse d6p6ts et 
con^iignations the sums and values which had been deposited there and 
which represented the securities of MM, Vignaud, Barbaud, Blanleuil 
& Co., and the back interest arising on them. 

M. Bonneau was authorized to realize on the 37,748 francs of 3 per 
cent annuity which constituted the bond given by MM. Vignaud, 
Barbaud, Blanleuil & Co. From this I'ealization, increased by the 
amounts withdrawn in money, M. Bonneau takes a sum of 1)00,000 
francs which was acquired to the company of current accounts and 
deposits. 

This sum has been applied: 

1. To reimburse to the company of deposits and current accounts 
the amount in principal of a credit given to MM, Vignaud, Barbaud, 
Blanleuil & Co, of 350,000 francs, 

•2. To give back to the same company the sum of 650,000 francs put 
up as security for Vignaud, Barbaud, Blanleuil & Co. 

The liquidation of the Panama Company has kept the beck interest 
received by them on the 3 per cent annuity (French Government rentes) 
of 37.748 francs, namely. 84,933 francs, and has received besides from 
M. Bonneau the sum of 188,741) francs for the back interest of the 
said annuity paid in by the Bank of Fi'ance and the Caisse of consign- 
ations, successively depositaries of the values. 

This transaction was approved bv the judge commissaire of the judi- 
cial liquidation of the company of current accounts and deposits and 
approved by the tribunal of commerce (judgment of 23d of March. 
18!)ii) and bv the tribunal of the Seine (judgment of 22d of Mav, lSJ)(t). 

L'uiuirqiu«((ffiur,iit<indatairt'i{f}M)nd7tolder't.a<i((iiii'fth'-!iiptii^a1ioit. — 
In the month of August, 1893, M. Lemarquis. judicial uiandataire of 
bondholders, summoned the liquidation for payment of the sum of 
1,777.111,600 francs, with interest, this sum representing the amount 
of all the bonds issued by tlie Universal Company of the interoceanie 
canal, even in the form of lotterj- l>onds. This proceeding had for its 
object the determination bv the tribunal of the basis of the distribu- 
tion to be made by the liquidator. It raised, as well from the point of 
view the calculation of tne debt of coupons and that of the sinking 
payments as from the point of view of the admissibility, as a debt of 
the liquidation, of the lottery bonds and others of which the amorti- 
zation is guaranteed by civil companies, vcrv delicate questions and a 
complicated accounting. M. Li'maiquis and myself have united our 
efforts in order that the decision of the tribunal should not 1m> delaved. 
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Affair Derenne oiid amociates against the Uquidatton.—On the 26th 
December, 1896, MM, Derenne, Le Voyer, and others, holders of 
bonds in the Old Panama Corui>any, summoned me before the tribunal 
of the Seine, asking that it miffht be ordained that in the space of 
time that it might please the triounal to tix— 

M. Gautron should proceed to the distribution amonfr the creditors and bond- 
holders of the assetp such as they exist in the hands of the liquidator, reserving the 
amount neceeeary to make the final payment for the stock of the New Panama 
Company. 

To have determined by the tribunal, the conditione of the speediest _posaible real- 
ization of the assets, in view of the long time since the placing into liquidation of the 
company, and the necessity for finishing it before the original subscribers disappear. 

To have it decreed that the lottery bonds be distributed pro rata among the bond- 
holders accordinf^ to their ascertained rights, and if this could not be done by the 
distribution in kind that tliey should he sold, reserving to the bondholders of the 
company the right of preemption according 1« the pniceaents already established by 
the tribunal. 

To have M. Lemarquis bound with the liquidator by a common judgment. 

MM. Derenne and ast^ociates summoned the mandataire of the bond- 
holders to have the judgment made a common one. 

Various bondholders have intervened in this suit to oppose the 
claims of MM. Derenne and Le Voyer and others. It is not projier 
to discuss here a claim that has been submitted to the decision of 
the tribunal. 

(The sixth report of the liquidatoi' quotes at length the decision of 
the tribunal denying all of the demands of MM. Derenne, Le Voyer, 
and others.) 

Itvrralhe affair. — On the 22d of November, 1895, Mme. Maria 
Iturralhe wrote from Panama to the liquidator to inform bim that her 
father, Dr. Mateo Iturralbe, deceased, was the owner, under the 
terms of a notarial act registered at Panama, of an island at Maria-Sala; 
that at the commencement of the canal works the agents of tiie old com- 
pany occupied the ground and destroyed the plantations which were 
there; that her father had cUiimed the value of the ground and also 
an indemnitj- foi- the plantations destroyed; that the company had 
admitted the claim but objected that it would be necessary as a pre- 
liminary to proceed to measure the property in order to fix the value 
of the ground on the basis of a price paid in a similar affair of a 
M. Buitrayo; that she accepted these conditions. 

The claim of Mme. Iturralbe was teiminated by a transaction under 
date the 27th of Alaroh, 189fi, by the terms of which the liquidation paid 
to Mme. Iturralbe a sum of 300 piasters in settlement of all claims. 

Affair of M'^mr>i. Schuhcr Bros.—'mA, Schuber Bros., citizens of 
the United States of America, are proprietors of an estate called 
■'Juan Diaz Caballero," situated at Panama. 

On the 9th of December, 1891, they sued the liquidation before the 
Colombian tribunal for payment of a sum of 150,000 piasters, reduced 
in June. 1S96, to 134.868 piasters, the old Panama Company having 
made use of a portion of their estate for the construction of a road 
from Panama to Corozal. There wa* included in the sum claimed, 
the value of the materials taken by the company from their estate, and 
damages for the injury caused to them by the destruction of the fences, 
the clearing away of the woods, the excavations, soundings, etc. 

This affair gave rise to a complicated proceeding, and entailed numer- 
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ous judicial deeisioiiK rendered by the civil tribunal of Panama, the 
superior tribunal of the same town, and the supreme court of Bogota. 

All attempts at an amicable ari'angement up to the present nave 
failed. The suit is continuing. 

Affair iif Dominqu Dins. — In 1885, at the time of the construction of 
the central hospital of Panama, the Universal Company of the Inter- 
oceanie Canal having acknowledged that a part of tne property called 
"Huerta del Gallo, was necessary to them for the installation of 
dwellingH for the doctors, chemists, and others, asked the proprietor, 
M. Ehrmann, to authorize their occupation of the said property. 

M. Ehrmann accorded this authority gratuitously. 

In 1888 M. Ehrmann sold the property " Huerta del GaUo" to M. 
Domingo Diaz, who claimed aji belonging to him, the portion of the 
ground taken by the old company. 

The action between M, Domingo Diaz and the liquidation is pending 
at Panama. 



LITIGATIOX IN FRANCE. 

AJfairx of Dereiiiii-. £•> Vnijer, (did asmc lutes iKjiiiiint the Uqi.i'd<it!mi.~ 
On the ^6tn of December, 1896. MM. Derenne, Le Voyer, and others 
summoned the liquidator before the civil tribunal of the Seine to have 
him ordered to immediatelj' make among the creditoi-s and bond- 
holdera the distributi<m of the assets remaining in his hands, and notably 
the lottery bonds, and to have detemiined the conditions of the realiza- 
tion of the assets. 

By judgment of the 30th of December, 18H7, the tribunal de<dared 
Derenne, Le Voyer. and their consorts inadmissible and unfounded in 
their demands and conclusions, dismissed them, and condemned them 
to pay all costs. 

MSI. Derenne and consorts took an appeal fi-om this judgment bj- 
notification of Le Breton, bailiff, dated the iiyth of March. 1898. 

But they did not follow up this appeal, but withdrew from it by doc- 
ument of Le Breton, bailiff, dated March 30, 1898, upon payment of 
their costs hv the liquidator. 

Affair of Lt-muiyuiti^miuuhfriire of thehom{h<,!(iei-><.iigiil,^'<ttheI!>^>ii- 
diitor. — The suit begun by M. Lemarquis, August 8, 1893. against 
MM, Monchicourt and Gautron had for its object to have determined 
by the civil tribunal of the Seine the basis of the distribution which 
the liqiiidator would have to make among the different bondholders of 
the old Panama Company. 

M. Lemarquis took an appeal. The court of appeal passed upon the 
respective appeals of the liquidator and mandataire. * * * 

In conformity with this decree of the court of appeal an<l after the 
depositing by the expert of a modiJied report, the tribunal of the Seine, 
by a judgment datea August 1, 1900, has definitively tixed the liasis 
of the distribution for the different kinds of bonds issued by the Uni- 
versal Company of the Interoceanic Canal, the tribunal ratifying in all 
respects the report of Cagnat, expert, deposited in the clerk's office the 
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7th of July. IfKHt, and comeniing the bondx of 188:2, 5 per cent, and 
the IiondM of lH84, 4 jxt cent. 

Ratifying in all respect-* the report of Cagnat, expert, deposited in 
the clerk's office 19th of January. liKK), and concerning the new bond, 
third series, and the lottery bonds, but only as to the part of his report 
prepared on the basis ei*tal")lished bv the detinitive jndgnient of March 
2. 1899: 

Declares that it is not necessary to consider or pass upon the remain- 
der of the said leport made contrary to the basis tixed by the said 
gentlemen: 

Declai-es that at the time of the distribution of the assets in the man- 
ner prescribed by article 6 and following of the law of July 1, 1893, the 
holdei-s of paid-up bonds of the hereinafter -mentioned tasues who shall 
produce them at the place of liquidation within the time allowed by 
the law shall be admitted upon the following basis: Issue of 188^, 5 
per cent, ibihUi francs per bond; issue of 1883, 3 per cent, 30^.41 
francs per bond; issue of 1884, 4 per cent, 343.54 francs per bond; 
issue of 1886. 6 per cent new bonds, first series, 557.10 francs per 
bond; issue of 1887, 6 per cent, new second series, 508.28 francs per 
bond; issue of March 14, 1888, new bonds, third series, 390.35 francs 
per bond; issue of June 26, 1888, lottery bonds. 295.65 francs per 
bond; and this with the interest on the said sums calculated from 
December 14, 1888; 

The sums, principal and accessory, remaining due to pay completely 
what they are entitled to. 

uir of jMp/atUti agaliixt the Jhmidiition — Tierce oppunltion to the. 



iud</mmt in the Derenne nffair. — ^By document dated June 27, 1 
M. Laplante acting in his capacity as heir of Mile. Joreau, in Der 
lifetime owner of a number of bonds of the rnivei-sal Company of 



the Interoceanic Canal, has inti"oduced tierce opposition to the judg- 
ment rendered the 30th of December, 1897, in the suit by Messrs. I>e- 
renne and consoi'ts, and has taken up, appropriating them to himself, 
the conclusions submitted by these latter. 

By the same dw'ument lie summoned l>efore the civil tribunal of 
the Seine MM. Gautron, liquidator of the Universal Company of the 
Jnteroceanic Canal, and Lemarquis, mandataire by law of the bond- 
holders. 

By judgment of May 10, 1899, the civil tribunal of the Seine declared 
the tierce opposition of M. laplante inadmissible on this ground, 
principally, that he was a mity to the judgment of December 31, 1897, 
since he was i-epresented tnei"ein by Lemaiquis. who acted in that suit 
only in the character of mandataire of the holders of the bonds, and 
who, as such, united in his hands all the rights of individual action of 
these latter. 

On June 30, 1899, M. Laplante appealed from that judgment. The 
court of appeals, bv decree of April 35, 1900, confirmed in all respects 
the judgment of Alav 10, 1899. 

ApiTi- of Douiiadieu iigiiuixt MJf. Goutron mtd L''nitmpus.—1A. 
Donnadieu, the owner of a certain number of l>onds of the old Pan- 
ama Company, by document of the 5th of March, 1897, summoned 
M. Lemarquis, legal mandataii-e of the bondholders of the Panama 
Company, to institute suit against the stockholders of the Civil Panama 
Company for payment of the company's debts. M. Lemarquis not 
having begun any action of that kind, M. Donnadieu had the right, 
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according to the teims of article 2, section 4, of the law of July 1, 
189^, to exercise himself that right of action at his own risk and peril; 
but in order to do so, and to know who were the stockholders of the 
coiupany, it was indispensable to him to have knowledge of certain 
documents, and especially of the list of transfers of the shares of the 
Panama Company. M. Lemarqiiis. if he had instituted such an action, 
would have had the right to require from the liquidator the communi- 
cation of those documents. 

M. Donnadieu, pretending to be subrogated to the legal mandataire, 
claimed to have the same right to that communication. 

By judgment of the-tirst chamber of the civil tribunal of the Seine, 
Donnadieu was declared inadmissible and unfounded in his demands, 
dismissed, and condemned to pay the costs. 

M. Donnadieu took an appeal from this judgment by document of 
April 1. 1898. 

By decree of the livst chamber, dated August 4, 1898, the court of 
appeals of Paris, adopting the reasons of the law court, decided against 
the appellant. 

Affair of (jliiidriin iigmnnt the covncil of mandatairea of Ike civil 
cmnjxniy of redemptiim of the new hondx, third series (issue of March 
14., 1888). — (This was an attempt of this redemption company to dis- 
solve, the liquidator interposing a protest. The company abandoning 
that plan then attempted to reduce its capital stock, wnich was also 
protested against, hut the general meeting of the company undertook 
to carry out their plan. The civil tribunal of the Seine decided that 
the resolution of the general meeting was illegal, and forbade "the 
defendants to put into execution the said resolution, and especially to 
withdraw from the Bank of Fmnce all government bonds (reut^s), in 
order to divide them among the bondholders of the company." The 
council of mandataires appealed, and the affair was pending in the 
court of appeals when this sixth report of the liquidator was written. 
See Exhibit 9 for further proceedings.) 

Aifair of Vim Bti/ tfe Vo. ti<iai.mt the liqiiidnt'.r. — Bv a notification 
of Maivh'fi, ISiiit. MM. Von licm & Co. instituted before the civil 
tribunal of the Seine against the liquidation a demand of payment of 
190.577.20 francs, i-epresenting — 

1. The price of a steam excavator, a transporter, and the a<'cessory 
implements; 

1. The expenses of the voyage and stay in the Isthmus of MM. Von 
Berg & Co., or their ivpresentative, for the putting in place of this 
apparatus. 

They demanded, Iwsides, interest on the said sum to date from the 
summons made by theui on the Universal Company of the Interoceanic 
Canal on May 5, 'IS88. 

The liquidator opposed the demand, and maintained that according 
to the contract between MM. Von Berg & Co. and the Cniversal 
Company of the Interoceanic Canal the price of the apparatus was to 
be paid onlv after its delivery "in a good state of working and after 
receipt in the conditions determined." 

These conditions had never been complied with. The affair is pend- 
ing before the tribunal. 

Affair of Fuuriintni ai/ahiKt the Vnpi'daior. — M, Fouimont proceeded 
against the liquidator on the 15th of June. 18SI5, and against M, EiHel 
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in conjunction with him, for paynipnt of a Miiin of tl,utHi,(M)i) fi-ancs, 
which in- olaiinod to l>e duo him as dimiagos on account of the topying- 
of hi" patent. No. Iti2ii47, to his prejudice. 

This summons i-emaincd without being followed up during four years. 

On the 7th of July, IHltl). M. Fourmont served M. CJautrou with his 
corrected conclusions, a>4king the tribunal that — 

Whereas by his initial procetniing M. Fourmont claimed from M. 
Gautron as liquidator and M. Kiffel a sum of ;t.<iOi",(HK) francs by way 
of damages; 

And whereas it was by error that this condemnation was demanded 
gainst M. Kiffel. who was not a party in the matter; 

And whereaa. on the other hand, in order to ascertain the merits 
and the amount which M. Fourmont has a right to demand, it \» 
proper to send the matter i>efore a judge of the tribunal for him to 
fix the sum of the damages to which he is entitled: 

For these reasons to declare M. Fourmoiit's demand to apply to M. 
Gautron as liquidator, and not to M. Eiffel, and, before deciding the 
matter, to send it before such one of the judges as the tribunal may 
see fit. to iix the amount of the damages. 

The liquidator considers that the contention of M. Fourmont already 
made several times doi-s not rest upon any serious foundation. The 
affair is pending before the civil tribunal of the Seine. 

LITIGATION IN COI/)MBIA, 

n<- f'f'in- of Sri... h,;- Bi-m. Mj'unxi th- /;jr«,V7,/(;»«..— On December 9, 
18itl, the Schul)er Brothers .sued the Ii<iuidator before the Colombiao 
tribunals for IOO.ihhi piasters, which sura was reduced by them in 
June, 1,SH6, to 134.81*8 piastei-s, in repai'ation of a damage which the 
Universal C6mi>any of the Intei-owanic (.'anal had caused them by 
opening on their land the nwid of Corozal. (Fifth Report.) 

By a decision of July 2(i, IS!t)S. the judge of first instance condemned 
the liquidator to pay MM. Schuber iJrothei-s 45. '.'35 piasters 95 
centavos. The li^^uidator appealed from this decision, and the superior 
tribunal of Panama, judging in last resort, leduced to 28.3S!! piaster-i 
t)7 centavos, the amount of the condenmation pronounced against the 
liquidator. 

JVIM. Schubor Brothers and the liquidator not having proceeded to 
the court of cassation, the superior tribunal, by a judgment of July 
13, 18H9, ordered the Panama Company in liquidation to pay to m.. 
Henrv Sclmber, as representative of tde company of Schuber Broth- 
ers, the smn of 28,339 piasters (!7 centavos and the legal interest on 
that sum from June 3i>, 18H9, to the day of payment, with the costs 
of the present proceedings. 

On the request of M. Henry Schuber, dated September 25, 1899, and 
by judgment of Septemlwr 27. 1899, the superioi" tribunal of Panama, 
in conformitv with the said i-ex|uest, to the effect that there should be 
delivered to M, Schuber a letter rogatory to avoid the injury to him 
which would result from the delays incident to sending the matter 
through the diplomatic channel, decided in favor of this request, and 
that there should >)e an order delivered to the interested party. The 
notification of it was ordered. 

In execution of this decision, on the 9th of October, 1899, the judge 
of the court delivered a letter i-ogatory atldressed to the competent 



■,enOO^IC 



PANAMA CANAL TITLE. 141 

authority in civil mattei-s of the city of Paris, whirii was requested to 
notify the judgment of .luly 18, ISyj). to the representative of the 
Univeraal Company of the Inteioceanic Canal, to require of him the 
paj'mentof the sum required to execute the judgment, and in default 
of payment to require of him to furnish, under oath, property which 
could respond to the demand. 

The judgment of July 17, 1881) (sic; should be ISCH), that of Sep- 
tember ai, isyn, and the letter rogatory of October 9, ISStM, were 
served upon the liquidator by a do'iunient of Marecat, bailiff at Paris, 
on the 14th of March. lilOO, at the request of M. Schuber. 

The judgDieiit of condemnation not having been notitied through 
the diplomatic channel, and this procedure not being in conformity 
with i rench law, according to which judgnients I'endered in foreign 
tribunals can not rei^eive execution in France, except after they have 
been declared executory by French tribunals, the liquidator reserves 
to himself, should M. Schuber carry out the formalities^ pi-escribed by 
French law and ask the exequatur of the judgment which he has 
obtained in Colombia, to take the advice of counsel, as to the attitude 
which the exceptional position in which the law places him requires 
him to take. 

Affair fif Diimingii Diaz against the liquidatm: — At the time of the 
construction of a hospital at Panama in 1885, the I'niversal Company 
of the Interoceanic Canal obtained from M, Ehrmann the gratuitous 
permission to occupy a part of his property called '"Huerta del Galto," 
m order to place there a certain part of the hospital administration. 

M. Domingo Diaz, to whom M. Ehrmann sold his property, claimed 
as belonging to him the land occupied bv the company. (See Fifth 
Report.) 

The claim of M. Domingo Diaz was rejected by a judgment of the 
tribunal of first instance of Panama, dated April 22, 1848 (sic). 

M. Domingo Diaz took an appeal from that decision. 

Contrary to all expectation, the supeiior tribunal of Panama, by a 
decision of June, 1899, condemned the liquidator to pay to M. Diaz 
the sum of 2 piasters per square meter of the land claimed by him 
according to a calculation by expei'ts, with the legal interest since the 
day on which the plaintiff entered into possession of the land up to 
the day when he shall be paid its value. 

The liquidator proceeded to the court of cassation. The affair is 
pending before the supreme court at Bogotfi. 

Affair of Carreiio agaiimt the Hijuidatm: — Some years ago the Uni- 
vei-sal Company of the Interoceanic Canal was condemned to indemnify 
Mme. Carreno for the damages caused to her by the companj' upon 
her property called "Honduras," re^juiring her to make proof of the 
damages in a new proceeding. 

Dr. Je^surum. calling himself a transferee of the right of action ot 
Mme. Carreno, started a new proceeding. 

As a re.'sult, the liquidator paid on July 30. 19(Xl. to the agent of Dr. 
Jesurum the amount of 1,008,96 francs. The affair is teraiinated. 

Affair of Icasa arjaiiiHt the limildatm: — The heirs of M. Pablo Elias 
de ^caza claim that by virtue of a judgment dated December 16, 1886, 
their father had taken from him, for the benefit of the Universal Com- 
pany of the Interoceanic Canal of Panama, 2 hectares, 42J ares, being 
part of the property called "Carro de San Juan." They add that this 
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taking of property was done with the fixing by judgment of an indem- 
nity of 1 piaster 7 centavos per square meter of land; thiit is, 41,225 
piasters for the 24,^50 meters conaenmed. 

They claim also that the judgment of December 16, 1886, was noti- 
fied to the company on January 16, 1887, that it did not take an appeal 
from that decision and has not paid the amount within the time hxed 
by the judgment. 

As a result, they have obtained from the civil tribunal oC the first 
district of Panama, dated September 6, 18!*7, a judgment oi-dering 
a seizure against the Panama Canal Company in fa*or of the heii^s of 
Icaza to the amount of 41,225 piasters, and that on default of payment 
the company against whom the order for seizure is made shall name a 
depositarv and an expert valuer of the property to be seized, and in 
default of its making that nomination this shall be done by the trib- 
unal or by some one designated by it for that purpose. 

The tribunal at the same time ordered the notification in due form 
of its judgment. 

The judgment was notified to the liquidator through the diplomatic 
channel on the 18th of June, 1898. 

Since that time the parties have not taken any steps. 



•pX HT'P TT 11. 



FRENCH REPUBLIC, IN THE NAME OF THE FRENCH PEOPLE. 

The civil tribunal of first instance of the department of the Seine, 
sitting in the palace of justice at Paris, has rendered in public .session 
of the first chamber the following judgment: 

Session of July 26, 1894. 

Between M. Jean Poire Gautron * * • and Mile. Joreau, 
eU:. ^ * * 

Considering that by virtue of a judgment rendered by this chamber 
January 26, 1893,condemning Monchieourt, in his character of liquidator 
of the Universal Company ot the Interoceanic Canal of Panama to pay 
to Mile. Joreau the principal sum of 163,169 francs 40 centimes, and, 
according to documents of Thiellement, bailiff at Paris, dated February 
24 and 25, 1893, Mile. Joreau has served injunction or garnishment 
papers upon the civil association for sinking Panama Canal lottery 
bonds and upon the director of the bui-eau of dejxjsits and consign- 
ments, as to all the sums they have received or mav receive, due to 
Monchieourt as liquidator by whatever right; that these papers have 
been served, but Mile. Joreau has not proceeded in her suit to have 
them declared valid; 

That Gautron, become liquidator of said company, demands that 
the opposition proceedings referred to may be declared without object 
in view of the law of July 1, 1893: 

Considering that article 1 of that law has suspended from the date 
of its promulgation all pending suits begun agamst the liquidation by 
bondholders and all otiier creditors, and all proceeding's for securing 
execution against the property, movable or immovable, of the com- 
pany, even those in course of being executed; 
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Considering that this provision has for its object, as shown besides 
by what led up to it, to prevent eei'tain creditors from creating rights 
of preference as against other creditors, and to make certain the prog- 
ress of the liquidation by reserving to the liquidator alone the right 
to realize the assetii for the benefit of all, in view either of a legal 
division among all creditors or of the contribution in the common 
interest, to a new association, to be made under the supervision of 
tJie mandataire of the bondholders and the courts, and within the con- 
ditions specified by articles 10 and 11 of the law; 

That the proceedings either of execution or preservation of means 
of execution, taken before that law, are then altogether without object; 

That they can not produce any effect whatever in favor of tnose 
who have instituted them ; that the defendant (Mile. Joreau) admits that 
she has no right of preference as to the sums garniebeed, and that the 
liquidator has not the right to pay her: 

That she does not demand to have the validity of her garnishment 
proceedings declared; 

That she maintains, nevertheless, that the garnishment exists, and 
that, without opposing the distribution among all the creditors of the 
values garnisheed, she objects to the liquidator's disposing of them in 
any othei' manner; 

Considering that this pretension is condemned by the formal and 
absolute prescription of the first article of the law of July 1, ISJIS; 

That a pi-oceeding suspended can not have any effect; that conse- 
quently, aside from the power which will belong to them at the time 
of the distribution, to produce as legitimate expenses, acts done under 
the reign of the old law, the creditors opposing here, like the credi- 
tors resorting to garnishment, have no other rights than that which 
article 11 recognizes for all creditors indiscriminately, namely, that of 

f)resenting to uie tribunal, in the course of any proceeding for approval 
homologation), the reasons which may appear to them good for 
opposing the adoption of such or such mode of realizing the assets, or 
the contribution to an association of those assets; 

That it is proper, consequently, without its being necessary to pro- 
nounce release from the garnishee proceedings, to decide that they are 
altogether without object. 

On the additional demand of Gautron for damages, considering, etc. 

For these reasons declares that the proceedings of the defendant, 
having been suspended by the law of July 1, 1893, the garnishment 
has become altogether without object and can not produce any effect; 
declares consequently that it constitutes no obstacle to the delivery 
of the sums garnisheed to the liquidator. 



EVIDENCE AS TO PLEDGES OF PANAMA RAILROAD SHARKS. 

Paris, Aiifftisf. 39, 1902. 
Certificate showing' that all the dividends paid upon the shares of 
the Panama Kailroaa Company have gone into the treasury of the 
New Panama Canal Company, and that all votes in the meetings of the 
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Panama Railroad Company represented by said shares have been cast 
by the New Panama Canal Company, without any exception. 

I certify by these presents that all the dividends declared and paid 
by the Panama Railroad Company since the month of October, 1894, 
upon all the shares transferred by the liquidator to the new company 
in virtue of the sale made by article 5. section 4, of the by-laws, have 
been paid to the New Panama Canal Company and have not remained 
in the possession of the liquidator. 

The dividends paid by the Panama l^itroad to the liquidator on the 
shares pled^d in his bands have been paid immediately by the liqui- 
dator to this companv, as results from letters of April 9, 1901, and 
June 16, 1«02. 

1 certify likewise that during all the time since the month of Octo- 
ber, 1894, all the votes to be cast at the general meetings of the said 
company for those shares have been cast exclusively by the new com- 
pany, and that the liquidator has never been called to vote as owner of 
those shares. 

Marie, 
TVw Chief of General Accounts. 

For the liquidator, by procui-ation: 

Henkt Soud. 



Paris, June 16, 1902. 
New Panama Canal Company, Park. 

Mr. President: I have the honor to transmit to you herewith 
inclosed, after having made it payable to the order of your honorable 
company, a check for $137,068. sent to me by the Panama liailroad 
Company for the dividend on the shares which you have deposited as 
a pledge, in virtue of our agreement of March 24, 1900. 
Please at^knowled^e receipt. 

Accept, Mr. President, the assurance of my distinguished consid- 
eration. 

(jautron, The Liquidator. 
Certified as correct. 
The chief of general accounts: 

Marie. 



Paris, April .9, 1901. 
New Panama Canal Company, Paris. 

Mr. Director-General: I have the honor to transmit to you, 
after having made it payable to the order of your honorable company, 
a check for $137,068, addressed to me by the Panama Railroad Com- 
pany, as dividend of 2 per cent upon the shares which you have 
deposited with me as a pledge, in accordance with our agreement of 
March 24, 1900. 

Please acknowledge receipt, and accept, Mr. Director-General, 
assurance of my distinguished consideration. 

Gautron, The Liquidator. 
Certified as correct. 
The chief of general accounts: 

Marie. 
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AGREEMENT OF APRIL 27, 1895, BETWEEN THE LIQUIDATOR, THE 
NEW PANAMA CANAL COMPANY, AND THE COMPTOIR NATIONAL 
D'ESCOMPTE CONCERNING PANAMA RAILROAD SHARES. 

Between the undersigned 

1° M. Jean Pierre Gautron, judicial administrator of the civil tri- 
bunal of the Seine, residing at No. 13, Rue Tronchet, Paris, 

Acting in the name of and as liquidator for the Compagnie Uni- 
verselle du Canal Interoc^anique de Panama, whose head office is 
situated No. 63 bis Rue de la Victoire, Paris, 

Appointed to that office by judgment given by the chamber of the 
counsel of the tribunal of the Seine the Slat day of July, 1893, 

On the one part 

2" The New Panama Canal Company, an anonymous company, hav- 
ing its head office No. 7, Rue Loiiis-le- Grand, Paris, 

Represented by Messrs. Chanove and Jonquiere, administrators, 
who are specially empowered to sign this present contract by a reso- 
lution adopted hy the council of administration of said company dat«d 
fifth March last, copy of which is hereto annexed. 

Of the second part 

3" And the Comptoir National d'Escompte, an anonymous company, 
whose head offices are situated No. 14, Rue Bergere, Paris. 

Represented by M. Th. Merger, a member of the council of admin- 
istration, and M. Alexis Rostand, manager, who is specially empow- 
ered to sign this present agreement by a resolution adopted by the 
council of administration of the said company, dated March thirteenth 
last, copy of which is hereto annexed, 

Of the third part. 

With a view to assuring the fulfillment of the conditions under 
which M. Gautron has transferred to the new company, in accordance 
with the terms of its by-laws, received bj' Messrs. Lefebvre and 
Charapetier de Kibes, notaries of Paris, the 26th June, 1894, 68,534 
shares in the Panama Railroad, and to provide against any inconven- 
ience which might arise from a conflict between the French and Ameri- 
can laws — 

It has been agreed as follows: 

Article 1. 

M. Gautron and the new company constitute as amicable depository . 
for the 68,534 shares of the Panama Railroad the Comptoir National 
d'Kscompte in Paris, in the name of which the said shares shall be 
enrolled, bj' virtue of the pure and simple transfeis which shall be 
signed by M. Gautron with the briefest delay possilile. 



The Comptoir National d'Escompte shall collect the dividends and 
remit the amount to the new company after deduction of the commis- 
sion which is allowable to it and all charges whatsoever incurred by 
said collections. 
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Ahticlk 3. 

The Comptoir National d'Escotnpte shall issue its order, in the man- 
ner usual in America, for the exercise of the right of vote in the general 
meeting of the Panama Railroad Company, and for the constitution 
of all accredited agents in connection with said company, to persons 
designated by the New Panama Canal Co., said company bing at any 
time able to modify said designation and having the sole right to give 
all attorneys or agents the instructions which said company may deem 
advisable. 

Article 4. 

The said shares shall remain deposited with the Comptoir National 
d'Escompte during the whole of the period of nonti-ansieiubility stip- 
ulated by the by-laws of the new company. 

In the event of the realization of the different contingencies provided 
for by said by-laws, the Comptoir National d'Escompte undertakes to 
sign all transfers of the 68,534 shares in question conformably with the 
collective requests which will be addressed to said Comptoir National 
d'Escompte by the liquidator and the new company, these requests and 
these only liberating the said Comptoir National d'Escompte. 

In the event of any disagreement the Comptoir National d'Escompte 
shall conform to the decision of the civil tribunal of the Seine and of 
the court of appeal of Paris, to which courts is given to the extent 
necessary forinal jurisdiction. ■ 

Article 5. 

The Comptoir National d'Escompte accepts and undertakes to fulfill 
the mission conferred upon it by the above articles. 

Article 6. 

As compensation for its trouble and care the Comptoir National 
d'Escompte shall be paid annually the sum of two thousand francs. 

All charges or disbursements whatsoever, especially judicial expenses 
resulting from the establishment of its mandate, as well as all preju- 
dicial consequences which might arise from its quality of apparent 
proprietor snail be paid over on the first demand of said Comptoir 
National d'Escompte. 

The whole shall be paid half by the liquidation and half by the new 
company, said parties being guarantee the one for the other with 
respect "to the Comptoir National d'Escompte. 

Made in triplicate at Paris, the twenty-seventh day of April, in the 
year one thousand eight hundred and ninety -five. 

Approved, the writing, Bead and approved, 

Signed: J. JoNQUitRE. Signed: C Chanove. 

Approved, the writing. Read and approved, 

Signed: Gautron. Comptoir National. 

d'Escompte de Paris. 
A Director, The Manager, 

Signed: Bergbr. Signed: Alexis Rostand. 
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AGREEMENT OF MARCH 24, 1900, BETWEEN THE LIQUIDATOR AND 
THE NEW PANAMA CANAL COMPANY CONCERNING PANAMA RAIl^ 
ROAD SHARES. 

Between the undersigned: 

M. Choion, in the name and as representative of the New Panama 
Canal Conijmny, an anonymous company, whose principal office is at 
Paris, Rue Louis- le-Gmnd, No. 7; 

M. Choron, specially authorized for the purposes of these presents, 
by action of the council of administj-ation of the said New Panama Canal 
Company, copy of which has been hereto annexed, 

Of the one part. 

And M. Jean Pierre Gautron, judicial administrator of the civil 
tribunal of the Seine, acting in the name of and a.s liquidator of the 
Compagnie Universelle du Canal Interoef-anique, whose oiEce is at 
Paris, Rue de la Chaus^e d'Antin, No. 42, 

Of the other part, 

Has been settled, agreed, and reviewed and stated beforehand, as 
follows: 

The bv-laws of the C!ompagnie Nouvelle du Canal de Panama were 
executed before Me. Lefebvre, at Paris, June 26th, 1894. 

A partj' to the said by-laws was M. Gautron, in his character as 
liquidator, who made to the said Compagnie Nouvelle du Canal de 
Panama the transfer and contributions stated in article 5, paragraphs 
1, 2. 3 and 4. 

This transfer and these contributions were made under certain 
reservations and conditions, expressed in the same article 5, to-wit, 
especially; 

3d. The rights of every nature in the Panama Railroad, belonging to the Uquida- 
tion and contributed by M. Gautron under sertion 4 of this article shall become 
the property of the present company from and after the Btockholdera' meeting 
providea for by article 75 hereof, without any pecuniary compensation, but upon 
the expressed condition that the canal be constructed within the time fixed by the 
Ureement of concession. Upon default in completion within such time, said rights 
shall revert to the liquidation. 



Now, article 75 provides that — 



When the amounts expended, as well for the work done upon the canal as for the 
discharge of the burdens resulting from the contribution of M. Gautron, shall 
reach about one-half of the t^sh capital of the com}>any at the minimum, a special 
technical commission thereto appjointed at a proper time shall pronounce upon the 
results obtained from the work already done and upon the conclusions to be drawfl 
therefrom as to the remainder of the enterprise. 

This commission shall be composed of two members appointed bv the council of 
administration of the present company, and of two persons appointed hy the liqui- 
dation of the old Compacnie Universelle du Canal Interoceanique, These four 
members shall appoint a fifth, who shall be president of the commission, and if they 
can not agree this president shall be appointed by the president of the tribunal of 



of the department of the Seine, 
ncil of admini 



The council of administration shall be required to make pnblic the opinion of 
this commission, and to call an extraordinary general meeting of stockholders in 
the manner provided in articles 61 and 62 hereof. 

This meeting shall consider the ways and means tending to insure the completion 
of the work and the stipulations contained in article 6, sec. 4, No, 3, hereof. 
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The parties explain, for clearnesa, that the time mentioned in para- 
graph 3 of article 5 of the by-laws, and which is fixed hy the agi-ee- 
ment of concession, mean^ the time granted and to be granted by the 
agreement of concessions and by the various agi"eements of extension. 

Two of the conditions set forth in the article above quoted have 
been fulfilled, to-wit: The expenditure of one-half the corporate capi- 
tal, at the minimum, and the formation of the technical commission. 
This commission went to the Isthmus, there to proceed to the perfoim- 
ance of its duties, and the results of the study to which it devoted itself 
are clearlj' favorable to the completion of the canal. 

The Compagnie Nouvelle du Canal de Panama is, therefore, ap- 
proaching the time when it must face the conditions under which, after 
publication of the report of the commission, it will have to call the 
extraordinary general meeting provided for by article 75 of the by- 
laws of incorporation. 

But it is of opinion that, under the present circumstances, there 
would be the greatest advantage in ptwtponing the calling of this 
meeting and deferring the final decisions provided for by article 75 
above quoted. 

M. Gautron, in his character as liquidator, moved by the idea which 
has always guided the liquidators of the Compagnie Universelle du 
Canal Interoc&mique in tieir efforts to assure the completion of the 
entei-prise, efforts constantly encouraged by the majority of the cred- 
itors, by the public authorities, and by the courts, considers that it is 
to the true interest of the liquidation to accept the views of the Com- 
pagnie Nouvelle, 

In this state of the facts the parties have united upon the agree- 
ments hereinafter set forth: 

Art. 1. 

The assembling of the general meeting, called to take final action, 
in conformity with article 75 of the by-laws of the Compagnie Nou- 
velle, may be postponed for not more than three years from the date 
on which the?e presents shall become binding. 

The Compagnie Nouvelle can not delay the calling of this meeting 
without, beforehand, coming to an agreement with the liquidator on 
this point. 

Art. 2. 

In case either of the two situations mentioned in the second para- 
graph, § 3 of article 5 of the by-laws should arise, the credit of 20 
millions which would exist for the benefit of the liquidation shall be 
paid, principal and interest, by means of the income ^f all the rights 
and part interests belonging at that time to the Compagnie Nouvelle 
in the railroad from Panama to Colon, operated by an American com- 
pany, called the Panama Kailroad Company, whose principal oflice is 
at New York, and at latest in a period of 15 years from the date when 
the credit arises. 

The credit of 20 millions in question shall bear three per cent interest 
from said date. 

Art. 3. 

To insure the payment of the credit to the liquidation, principal and 
interest, the Compagnie Nouvelle de Panama undertakes to give as a 
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pledge (nantissement) for the benefit of the liquidator, the rights and 
part interestis belonging to it in the railroad from Panama to Colon as 
they are set forth in article 5 of the by-laws, and to apply to the pay- 
ment of this credit the entire revenue arising from the rights and 
part interests in question, after deducting only the expenses necessary 
for the running of the debtor company, which deductions shall be 
fixed at the beginning of each fiscal period, by agreement between it 
and the liquidator, after verification of the accounts of the preceding 
fiscal period. 

These presents shall not become binding until after the regular 
pledging, to the satisfaction of the liquidator, of this security which 
shall be applied to the benefit of the liquidation, until full payment 
of the credit of 20 millions, principal and interest. 

Art. 4. 

Until full payment of the credit to the liquidator, principal and inter- 
est, all revenues arising from the Panama Railroad shall be applied, 
with the consent of M. Gauti-on, to the extinguishment of said credit. 

As soon as M. Glautron's credit shall have been extinguished, an 
extraordinary general meeting of the Compagnie Nouvelle shall be 
called to reduce the capital of this company to a figure equal to the 
amount of actual asset^ at that time, so as to enable said company 
immediately to dispose of and distribute its net income, as well for the 
benefit of the liquidator as for that of the shareholders. 

In conformity with the second paragraph of section 3 of article 5 of 
the by-laws of the Compagnie Nouvelle, taken in connection with article 
51, the sinking fund, for the benefit of the shareholders, for the capital 
stock of the Compagnie Nouvelle du Canal de Panama, will not ioitd 
part of the charges to be deducted from the annual income of the 
enterprise. 

Art, 5. 

No altemtion in previous agreements is made, other than such as 
result from the present contract, which annuls and supersedes the 
agreement made under date of August 9th, 1899, and appi-oved by the 
council of administration at its meeting of August 30th, 1899. 

Art. 6. 

The present agreement shall not become binding until after l>eing 
submitted to the approval of a general meeting, called under the pro- 
visions of articles *J0, 61, and 62 of the by-laws, and, thereafter, to the 
approval of the civil tribunal of the Seine. 

Art. 7. 

The expenses of recording, approval, and. in genemi, all expenses 
and fees which the present contract may occasion, shall be borne by 
the Compagnie Nouvelle du Catial de Panama. 

Done in auplit-ate at Paris, March twenty -fourth, one thousand nine 
hundred. 

The writing approved. The writing approved. 

Signed: L. Choron. Signed: Gactroh. 
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HEW PANAMA CANAL COMPANY. 



Taken from the report of the extraordinary genera! meeting of 
stockholders of the New PanaDm Canal Company, held July T, 1900, 
at Paris, in the building of the Philosophical Association (Soci^t^s 
Savantes), 8 Kue Dantou. 



The general meeting, after having heard the report of the council 
of administration, approves the contract made between the new com- 
mny and the liquidation of the Universal Company of the Interoceanic 
Cana) of Panama, dated March 24, 1900, and authorizes the postpone- 
ment of the extraordinary general meeting provided for by article 75 
of the by-laws to a time not later than three years from the date when 
the said contract shall become definitive; it authorizes also the coun- 
cil of administration to incur the expenses necessary for the continua- 
tion of the enterprise until such meeting shall take place. 

Certified to be in conformity with the original. 

M. B6, 
President of the Council of Administration. 

DECREE APPROVING THE AGREEMENT OF MARCH 24, 1900, 

[Official Journal o( the rrench Republic, Tuesday, August 7, 1900.) 

Publication made by M. Gautron, liquidator of the Universal Com- 
pany of the Interoceanie Canal of Panama, in conformity with articles 
10 and 11 of the law concerning the liquidation of the said company 
of July 1, 1893. 

Public session of the fii-st chamber of the civil tribunal of first 
instance of the department of the Seine on Wednesday, August 1, 1900, 

The tribunal: Upon the request presented by Gautron, acting in 
his character of liquidator of the Universal Company of the Inter- 
oceanic Canal of Panama. 

The said request signed "De Bieville," his solicitor, and reading 
thus: "To the president and judges composing the first chamber of 
the civil ti-ibunal of the Seine, etc.," 

And the documents having been produced; 

Having seen the order of the president dated July 30, 1900, put at 
the end of the said request and reading: "That this be communicated 
to the attorney of the Republic in his office and we commit to M. 
Laporte, vice-president, to make bis report, Paris, July 3, 1900. 
Signed, Baudouin;" 

Having seen the written conclusions of the attorney of the Republic 
also put at the end of the said request, the said conclusions reading 
thus: "The attorney of the Republic does not oppose, Paris, August 
1, 1900. Signed, Servin;" 

Having seen articles 10 and 11 of the law of July 1, 1893; 

After having heard at the session M. Laporte, vice-president, in his 
report, and M. Servin, substitute of the attorney of tne Republic, in 
his conclusions; 

After having deliberated according to law; 

Considering that the agreement in question, which the extraordinary 
general meeting of stockholders of the new company of the Panama 
Canal has, moreover, approved by resolution of July 7, of the current 
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year, appears to be in conformity with the interests of the liquidation, 
and advantageous for the company; 

That, consequently, it is proper to give it approval, 

For theae reasons. 

Approves, purelj' and simply, the agreement entered into between 
the liquidator of the Universal Conipanj- of the Interoceanic Canal of 
Panama and the new company, dated March 24, 1900, in order that 
this agreement may be executed according to its forin and tenor. 

Done and adjudged by MM. Baudouin, president; Laporte, vice- 
president; Le Berquier, judge. In the presence of MM. Chauvin, 
substitute judge; Servin, sutetitute, assisted by Lasnier, clerk. 

Copy conforming to the original. 

(Signed) A. de Bieville. 

EXHIBIT IS. 

LIST AND SPECIMENS OF BONDS. 
List of different bond iwues of the IMverml Company of the Interoceanic Canal. 



Dates of ieaues. 
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a And divers. t To be taken In payment of lottery bonds. 

Paris, Augw^t 25, 1903. 
Certified to be exact. 

Liquidator of the Universal Company by procumtion: 
(Signed) Henry Boudet. 
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Specimens of bond* mued. 

Printed specimens of each and all of the issues of bonds were brought 
from Paris, and are described as follows: 

No. 1, bonds, 5 per cent, issue of September 7, 1883. 

No. 2, bonds, 3 per cent, issue of October 3, 1883. 

No. 3, bonds, 4 per cent, issue of September 25, 1884. 

No. 4, bonds, new, issue of August 3, 1886. 

No. 5, bonds, new, second series, issue of July 26, 1887. 

No. 6. bonds, new, third series, issue of Mai'cn 14, 1888. 

No. 7, bonds, lottery, issue of June 26, 1888. 

No. 8, lottery bonds, issue of July 27, 1889. 

Upon the bonds of issue No. 1 the language used is: 

Universal Company of the Interoceanic Canal of Panama. Anonymous Company. 
Company capital, 300,000,000 of francs. Issue of 250,000 bonda, authorized by the 
general meeting of 29 June, 1882. Bonds of 500 franca, 5 per cent, to the b^rer. 
Itedeemable at par in 75 yeara. No. . PariB, 15 January, 1883. By authori- 
zation; An adminiBtrator; The president-director: Ferd. de Jjesseps. 

On the coupons of the same we find: 



On the back of the bond is a table of sinking-fimd payments, with 
dates of payment and the numbers of bonds to be redeemed. 

On bond issue No. 2 the wording is practically the same, the issue 
being of 600,000 bonds at 3 per cent. There is a similar table &s to 
sinkmg fund on the back. 

The language of the third issue is practically' the same, the issue 
being of 387,387 bonds at 4 per cent. A sinking-fund table is also 
found on tlie ba«k. 

The language of the fourth issue is practically the same, except that 
it states that an issue of 458,802 bonds was authorized by the general 
meeting of July 29, 1885, and that the bond is a new one and is redeem- 
able at 1,000 francs. 

The fifth series contains language similar to the fourth, except that 
on the back, instead of the sinKing fund table, we find the fotfowing: 

Extract taken from the proBpectueof issue: The new bondB of the second series 
are redeemable at 1,000 francs in 48 years, by drawings every two months (six 
drawings per year), the 15 September, 15 November, 15 January, 15 March, 15 May, 
and 15 July. 

But the first drawing will take place on the 30 September, 1887, instead of the 15. 

After the first year 6,000 bonds will he redeemed; that is, 1,000 bonds at each 
drawing; the number of bonds redeemed will increase prt^ressively every year 
until the end of the operation. 

The language of the sixth issue has the following: 

Universal Company of the Interoceanic Canal of Panama, Anonj'mous company, 
with capital at -300,000,000 of francs, and Civil Company for Sinking the Bonds of 
the Panama Canal. Issue of March, 1888, with responsibility limited to what is put 
into the company. Issue of 350,000 bonds, authorized by the general meeting of 29 
July, 1885. New bond to bearer, payable at 1,000 francs. The reimbursement 
at 1,000 francs is guaranteed by certificates of French Government annuities {rente 
frangaise), bought by the Civil Company of Sinking, formed of all the subscribers of 
the present loan; according to the terms of the document drawn up before Me. 
Champetier de Kihes and his colleague, notaries at Paris, 3 March, 1888. 



On the back of the bond appears the following: 
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Article first. There is formed, by these presents, between the appearers, a civil 
eompany. 

There eball be on the same footing as the appearers, as members of this Civil Com- 
pany, all the future subscribers to the issue of March, 1888, of the bonds of the 
company of the Interoceanic Ctinal of Panama. 

Subscription to every bond of that issue will carry the adhesion of the subscriber to 
the present by-laws and his admission as a member of the company, as stipulated in 
the prospectus of the issue. 

Art. 2. The company has for its object: 

To syndicate the subscribers of the new issue of the company of the Panama Canal; 
to take char^ of the sinking of the said loan bv means of the retention which the 
Hubacriber will make upon each bond by him subscribed of a sum of 70 franc828cen- 
times, which he will pay to the Civil Company; 

And by means of the capitalization of interest, to itself perform the operation 
of reconstituting the capital and the business of redemption of the bonds issued by 
means of a drawing by lot. 

Consequently: 

Upon the capital of issue of each new bond the company will receive the sum of 
389 francs 72 centimes, and the Civil Company 70 francs 28 centimes, destined to sink 
the loan. 

Art. 3. The company will have for its name; 

Civil Company for Smking the Bonds of the Panama Canal, issue of March, 1888, 
with reaponeibihty limited to what is put into the company. 

Art. 6, The contribution of each associate is limited to his putting in of 70 francs 
28 centimes per bond, which will be furnished at dates above fised; beyond that 
every call for funds is prohibited. 

In any event, a member can not be responsible to third persons beyond what he 
thus puts in. 

The company funds are made up of the combination of the sums received by the 
company upon each of the 360,000 bonds oHered for subscription. If all the 350,000 
bonds are not subscribed, the company funds will be reduced accordingly. 

The seventh series, that of the lottery bonds, {and the eighth series 
is substantially identical, with the exception that it has stamped upon 
it the words '^Certificate issued in virtue of the law of 16 July, 1889; 
not productive of interest," with the title of the liquidator of the old 
company, and the signature of Brunei by procuration) contains the 
following: 

Universal Company of the Interoceanic Canai of Panama. Anonymous company 
with a capital of 300,000,000 of francs, divided into 600,000 shares of 500 francs; and 
civil company with responsibility limited to the company capital for the sinking of 
the lottery bonds of the Panama Canal, issue of 26 June, 1888. Loan of 720,000,000. 
Loan authorized conformably with the provisions of the law of 21 May, 1836, by the 
law of 8 June, 1888, but without any guarantee or responsibility of the Stale. Pub- 
lic Bubseription to 2,000,000 lottery Donds, carrying 15 franca per year, payable 
semiannually the 1st of December and the 1st of June of each year, and redeemable 
by lot, or at 400 francs, within the maximum time of 99 years. The redempti ' 



400 franca and the payment of the lota will be guaranteed by a deposit of r 
fran^am [Government annuities], or of other obligations [Wires] guarante" """ 
French Government. Provisional certificate to the bearer negoiiable. 



fronffH'ee [Government annuities], or of other obligations [Wires] guaranteed by the 
"^ ich Government. Provisional certificate tt ' ' - ■ ■ 

n obligation of a paid-up bond of 60 francs. 

The Universal Company of the Interoceanic Canai has received 5i> 

The Civil Sinking Company 10 

The amount of capital, to wit, 300 francs, are to be paid on the dates and in the 
[troportions shown opposite in such a manner that on each of the bonds en- 
tirely free [paid up], the part of the Universal Company of the Interoceanic 

Canal will be 300 

And that of the Civil Sinking Company 60 

Tbis last sum, being destined to assure the payment of the lots and to constitute 
the sinking capital at 400 franca of all bonds regularly freed in conformity 
with the terms of the prospectus of the issue and of the by-laws of the Civil 
Company. 
Paris, the 26 June, 1888. 
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On the margin we read, with reference to the numbers 2, 3, 4, 5, 6, 
7 {alluding to payments of 60 or 45 francs), the following: 

Paymenl o/GOfTimcsfrom SO to S5 August, 1888. 

Fraccs. 

Amount with stamp 60, 10 

To be deducted interest at ifc on 20 AugiiBt, deducting chMges 26 

Net payment 59.84 

Of which 10.00 for the civil company, 
And 49,84 tor the company. 

Total 59.84. 

Received by . 

The . 

Representing the company of the Interoceanic Canal and the Civil Company of 
Sinking. 



On the back of the ixind we find: 

[Extract from the by-laws of the civil asaoclatlon tor einlilng the lottery boodB, issue 
18^ according to document made before Maiire ChampeCler de Blbee and his colleague, 



Pari,) 

Article 1. There is formed by these pret^ents a civil company 
among the appearers and all the subscribers and future possessors of 
lottery bonds, to be created by the Universal Company of the Inter- 
oceanic Canal of Panama. 

Art. 2. The association has for its object: 

To syndicate ail the subscribers and future possessors of the lottery 
bonds of the approaching issue of the Universal Company of the Inter- 
oceanic Canal of Panama. 

To secure the payment of the prizes hereinafter stated, and the 
sinking of the loan in ninetj'-nine years at the outside by means of 
the retention by the subscriber upon each bond subscribed by him of 
a sum of 60 francs, which he will pay over to the civil association. 

And by means of a capitalizing of interest to perform itself the 
business concerning the prizes and the work of reimbursing the capi- 
tal upon the following bases: 

Six di-awings per year from the 16th of August, 1888, to the 15th 
of June, 1913 (first drawing the 16th of August, 1888). Three prizes 
of 500,000 francs, 3 prizes of 250,000 francs, 6 prizes of 100,000 
francs, etc. 

August 18: Francs. 

1 prize, . ■- -. 500, 000 

1 prize 100, 000 

2 prizes of 10,000 francs 20, 000 

2 prizes of 5,000 francs 10, 000 

5 prizes of 2,000 francs 10, 000 

50 pri7«8 of 1,000 francs 50, 000 

October 15: 

1 prize 260, 000 

1 prize 100, 000 

2 prizes of 10,000 francs 20, 000 

2 prizes of 5,000 francs 10, 000 

5 prizes of 2,000 francs 10, 000 

50 prizes of 1 ,000 francs 50, 000 
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December 15: 

1 prize 500, 000 

1 prize 100, 000 

2 prizes of 10,000 train* 20, 000 

2 prizes of 6,000 francs 10, 000 

5 prizes of 2,000 francs 10, 000 

50 prizes of 1,000 francs 50, 000 

February 15; 

Ipnze 250,000 

1 prize 100,000 

2 prizes of 10,000 francs 20, 000 

2 prizes of 5,000 francs 10, 000 

5 prizes of 2,000 francs 10, 000 

50 prizes of 1,000 francs 50, 000 

April 15: 

1 prize 500, 000 

1 prize - 100, 000 

2 prizes of 10,000 francs _ _ 20, 000 

2 prizes of 5,000 francs 10, 000 

6 prizes of 2,000 francs 10,000 

50 prizes of 1,000 francs 50, 000 

June 15: 

I prize 250, 000 

1 prize 100,000 

2 prizes of 10,000 francs 20, 000 

2 prizes of 5,000 francs 10, 000 

5 prizes of 2,000 francs 10, 000 

50 prizes of 1 ,000 francs 50, 000 

Per year, 366 prizes, amounting to 3,390,000 francs. 

During the first twenty-five years the drawings of bonds repayable 
with prizes will constitute the sole sinking. 

Four drawings per year from August 16, 1913, up to the complete 
sinking of the bonds. 

Two prizes of 500,000 francs, 2 prizes of 250,000 francs, 4 prizes of 
100,000 francs, etc. 

Aumet 16: Ftanca. 

1 prize 500,000 

1 prize 100, 000 

1 prize 10, 000 

1 prize 5,000 

5 prizes of 2,000 francs 10, 000 

50 prizes of 1,000 francs 50,000 

November 16; 

1 prize 250, 000 

1 prize 100, 000 

] prize 10,000 

1 prize : 5, 000 

5 prizes of 2,000 francs 10, 000 

50 prizes of 1 ,000 francs 60, 000 

Febrtiary 15: 

1 pnze 500, 000 

I prize 100,000 

1 prize 10, 000 

1 prize 6, 000 

5 prizes of 2,000 francs 10, 000 

50 prizes of 1 ,000 francs 50, 000 

May IST 

1 prize .- 250, 000 

I prize 100, 000 ■ 

1 prize 10. 000 

1 prize ■ 5, 000 

5 prizes of 2,000 francs 10, 000 

SO prizeB of 1,000 francs 50, 000 
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In this second period, independently of the sinking which will take 
place each year by the payment of prizes, the sinking at 500 francs 
will commence in 1913, according to a table which wul be drawn up 
by the council of mandataires of the civil association and the Panama 
Canal Oompany. 

The reimbursement at 400 francs of the bond drawings and prize is 
included in the payment of the prize and not added thereto. 

Art. 5. The association takes the name of "The Civil Association, 
with responsibility limited to the capital invested, for sinking the lot- 
tery bonds of tbe'Panama Canal, issue of June 26, 1888." * • * 

Akt. 8. The contribution of each member is limited to the putting in 
of 60 francs per bond, which will be furnished at ttie dates above deter- 
mined. Beyond that contribution all appeals for money are forbidden. 

In no case can the member be responsible with regard to third per- 
sons beyond that contribution. 

The company's funds are composed of the union of the sums received 
by the civu association. * * * 

Art. 12. The rights and obligations belonging to the bonds follow 
them into the hands in which they may be found. 

Subscription or possession of a bond caiTies ipso facto adhesion to 
the by-laws of the association and to the resolutions of the general 
meeting of the associates. * * * 

GENERAL CONDITIONS. 

Subscribers who fully pav up their bonds by making the payment 
required in the time fixed therefor — that is to say, from the 5th to the 
lOtn of July, 1888, will have the right to a coupon of 7 francs 50 
centimes, to fall due the 1st of December, 1888. 

The subscribers will have at all times after the paj'ment aforesaid 
the right to anticipate the total of payments with conversion of inter- 
ests at 4 per cent per year. In this case the payment will be stated 
upon the provisional bond which they will preserve up to the 15th of 
December, 1889. 

From the 16th of December, 1889, the provisional bonds will be 
exchanged for definitive ones, without conformity of numbers. The 
definitive bonds will alone take part in the dmwing of the 15th of 
February, 1890. 

The payment of the prizes will take place a month after each draw- 
ing, with deduction of all amounts remaining due. 

The successive payments on the provisional bonds will be received 
at the headquarters of the company and at those of its correspondents 
in France and abroad. 

The payments in arrears will be charged with an interest of 5 per 
cent a year. 

The provisional bonds on which the required payments shall not have 
been effected may be sold at the Bourse of Pans, without notice to the 
delinquent, a month after the becoming due of the payment, for the 
account and at the expense and risk of the delinquent; in all cases they 
can not be made regular again except by payment of an amount repre- 
senting the compound interests necessary to reimburse the capital of 
sinking and that of the guaranty of t^e prizes. In case of their 
drawing prizes, the holders of bonds not so made regular are deprived 
of the right to the amount due for sinking them ana to the benefit of 
the prizes. 
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The definitive bonds shall have semiannual coupons of 7 francs 50 
centimes falling due the 1st of June and the 1st of December, payable 
at the headquarters of the company at Paris and at those of its corre- 
spondents in France and abroad. 



EXHIBIT 14. 



certificate of august 21, 1902, by the register of documents 

at panama, stating no mortgages against the new panama 

canal company. 

Republic of Colombia. 

The undersigned, register of public and private documents of the 
district of Panama, on the verbal request of Dr. Inocencio Galindo, 
and after having examined the boots of registration No. 3, containing 
the records of mor^agea for the period from 1887 until this day, 
certifies : 

That there is no record of a moi-tgage affecting the properties of the 
New Panama Canal Comimny, 

Panama, August 21, 1902. 

(Signed) Carlos Barona. 

Charges received (decree 1209 of 1901): Examination of books, 
$0.85; authentication, $2.40; total, *3.25. 

(Signed) Carlos Baroka, 



EXHIBIT A. 
EXTRACT FROM TREATISE ON COMMERCIAL LAW. 

By Lyon-Cabs and Renault. 

Third edition, volume 2, sections 66tM>67, A. D. 1900. 

The aseociations iu which, the associates were bound only to the extent of their 
contributions .and could transfer their shares at will did not appear in France under 
the name of anonymous asaociaiioue; that name was reserved for asBociations which 
the associations " en partwipotion" of the present time represent. The associations 
now in question were not regulated either by the ordinance of 1673 or by any general 
law. The King alone, by individual edicts, authorized the creation of associations 
in which the associates were bound only to the extent of the total of their contribu- 
tions and in which the shares of the associates were transferable; these were gener- 
ally called companies. Each edict contained the particular rules applicable to the 
association; very commonly the royal authority had a right of inten-ention in the 
affairs of the association; frequently, besides, theedict was not limited to authorizing 
the creation of an association. It conferred a monopoly. This practice was in con- 
formity with the ideas of the old r^me, in which a right was often recognized 
under the form of a privilege. Thus inventors, writers, were only protected on 
condition of having obtained a royal privilege. But there were in France, even 
before the Revolution, some associations having shares of stock {par actions) created 
without the intervention of the royal power. Thus, in 1750 there was created the 
association par actioni called the Chamber of Insurance of Paris, which added to its 
name the following: "Established as a private company (en corpe de conqiagme par- 
liciditre) by a document of association. « » » After the proclamation of the 
liberty of industry by the law of March 2, 1791, numerous companies were formed in 
France. * * » The convention considered these associations as instruments of 
speculation, injurious to the public credit. A decree of 26-29 Germhial, year 2, sup- 
pressed the existing companies and forbade the formation of any in the future, under 
any pretext or any name. The previous decree of 24th August, 1793, had already 
suppressed all associations the capital of which vested upon snares of stock issued to 
bearer (acJioiis au porieur) on negotiable property or on subscriptions capable of 
being transferred. But it permitted the formation iu the future of associations 
of this kind with legislative authorization. Following notions more correct, the 
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directory abrogated, two years later, the decree of Germinal, year 2, by the law of 
30 BrumHire, year 4. This law. in permitting the constitution of aseociations with 
shares of stock, did not establiHb any rule aa to their formation or their proceedings. 
As a result, the courts rendered some extraordinary decisions, notably holding that 
the etockholders were bound personally and in gofirfo. • • * The proposed code 
(of commerce) recognized, by the side of the association under a collective name and 
the association en commandite, the association with shares of stock, and with the 
view of preventing as much as possible the frauds to which that kind of association 
can lena itself, the project of the code required, for the formation of associations with 
shares of stock, the previous authorization of the Government (i.e., of the executive 
adminislrationi . * * « The courts and chamber of commerce demanded that 
the lawmakers should distinguish two classes of associations with shares of stock, 
one class to be authorized by the Government, the other to be free; and this distinc- 
tion the code of commerce adapted. It recognized associations with shares in which 
there are only stockholders (toeiith ammymm), and associations in which there are 
both associates, who are personally responsible, and stockholders (comniandiiet par 
actums). The former were subjected to the authorization of the Government; the 
latt*r could be formed in freedom (art 37 et 38, Code Commercial) , The code of 
1807 did not contain any special restrictive rule either as to their constitution or 
their proceedings. 

Section 669 says: 
The authorization necessary for anonymous associations was given in the manner 

Srescribed by regulations of the public administration — that is to say, a decree ren- 
ered upon the advice of the council of state (art. 37, Code Commercial). The lat- 
ter received the project of the by-laws of the future company, and could advise that 
they should be approved and the association authorized, or not to authorize it until 
after modification of the by-laws, or to refuse the authorization altogether. 

The Government (the executive administration) was not required to give any rea^ 
son for its decision, • • • The code not containing more than some very simi- 
mary rules concerning the legal character of anonymous associations, concemii^ the 
form (art. 40) of authenticating the document constituting the association, and con- 
cerning the publicity to be given to the document (art. 45), the Government (execu- 
tive administration) had full liberty to require or not the insertion in the by-laws 
of clauses which seemed good to it, taking into account the amount of the capi- 
tal, the nature of the operation contemplated, and all other circumstances, which 
were left t<j its consideration and disposition. (The author adds this note: "This 
merits remark, because in several countries in which previous authorization was 
required for anonymous associations and for the associations of eonimandite par 
adion the laws cont^ned in themselves numerous restrictive rules to which all these 
associations were bound to submit, " ) As a matter of faet, however, the council of 
state adopted a system of rules (jumprudence), in the light of which it required or 
rejected always, or nearly always, certain clauses of the by-laws. The administra- 
tion could retract the authorization it had given, which it commonly did when an 
association violated its by-laws. For certain associations the administration named 
supervisors charged with the duty of overseeing their proceedings. The authoriza- 
tion necessary for creating the association was likewise required tor all modifications 
afterwards made in the by-laws. 



EXHIBIT B. 



An Act Relative to the liquidation of the Universal Company of the 
Panama Interoceanic Canal. 

The Senate and the Chamber of Deputies have adopted and enacted, 
and the President of the Republic promulgates, the following law: 

Art. 1. From the date of the promulgation of the present law, all 
actions now in course of procedure that have been brought by holders 
of bonds issued by the Universal Company of the Panama Inter- 
oceanic Canal, or that have been brought by any creditors of the said 
Company, whether against the liqui(fetor in his official capacity, or 
against the Administrators to enforce their responsibility, or against 



■,e-.oot^lc 



PANAMA CANAL TITLE. 159 

third parties for restitution, or arising in any otlier manner whatsoever, 
are herebj' declared suspended. The plaintiif may follow up and prose- 
cute said actions only by complying with the requirements of articles 
2 and 3 hereof. 

All proceedings concerning attachments and execution, even those 
now in course of enforcement and procedure, against the personal or 
real property of the said company, are likewise suspended. 

I. 

BOND OR OBLIGATION HOLDERS* ATTORNET. 

Art. 2. All rights of at'tion, of any character whatever, accruing to 
owners of bonds emitted by the Universal Company of the Panama 
Interoceanic Canal, whether against the liquidator in hisoflicial capacity, 
or against the administrators to enforce their responsibilitj', or for a 
right to restitution arising from any other cause, shall he enforced and 
sued on by an attorney or mandataire appointed for the purpose, on 
request of the Attorney of the Republic for the jurisdiction of the 
Civil Tribunal of the Seine, by a decree in Chambers. 

In case there should arise a divergence or opposition of interests 
between the different clas.ses of bondholders, one or more special 
mandataires may be appointed in the manner and form just above pro- 
vided. The powers of the mandataires may be revoked at the same 
request and in the same manner. There shall be no appeal from or 
recourse against said orders or decrees. 

However, any bondholder shall have the right to enter an action for 
damages in connection with a criminal matter, or to intervene in pro- 
ceedings instituted by the attorney or mandataire aforesaid, at his own 
expense and cost, without in any way delaying the proceedings or 
judgment. 

Moreover, every bondholder shall have the power to bring anv 
action, in his individual right and at his own risk and peril, which 
the attorney shall have refused or failed to enter within one month 
after he shall have been notified and requested to enter the same. 

Suits brought by the attorneys or mandataires shall not block the 
right of action on tne part of the Company, belonging to the liquidator. 
The attorneys shall have power to call on the liquidator for communi- 
cation of all documents tending to shed light on the facts; their legal 
residence shall be the jurisdiction within which shall be carried on the 
winding up or liquidation of the company's affairs; the tax costs aiisiug 
from the exercise of their official duties shall be defrayed from the 
credits of the liquidation, so far as this may be done without impairing 
the reimbursement to the latter of the sums which it shall have advancecT 

Art. 3. All actions emanating from the liquidator, or from the attor- 
neys, or from interested parties individually, shall he brought before 
the Civil Tribunal of the Seine. Such proceedings &» may arise from the 
distribution of the assets shall be brought likewise before this tribunal. 
Suits instituted by parties intervening in damages shall remain in the 
jurisdiction where already the prosecution has been inaugurated. 

Art. i. The mandataire shall have of right the " judicial assistance 
privilege" in the carrying on of actions and in the executing of deci- 
sions which he shall have obtained. Likewise he shall enjoy the same 
in all interventions asking for damages, and in the case of all record- 
ing-taxes which might be otherwise exacted. On his request, pre- 
sented to the Attorney of the Republic, advocates and bailiffs shall be 
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appointed, in the manner and form prescribed by article 13 of the 
law dated January 22nd, 1851, 

However, the "judicial assistance privilege " shall not extend to 
costs of transportation for judges, foi- Government officials or for 
experts, nor to the latter's fees, nor to witness fees. As to stamp 
duties, costs of recording and court costs m general, the Treasury 
ahall exact them from the debtor onl}', after the payment of sucn 
judgment as shall have been obtained bi' the mandataire. 

Aet. 5. The mandataire shall have power to compromise or to desist 
from an action, though he may do so only after consulting with three 
jurists appointed by the Attorney of the Republic; and all compi-o- 
mises or withdrawals of actions shall have to oe ratified and approved 
by judicial decree rendered in Chambers. 

He alone shall have power to levy execution on judgments pro- 
nounced by the Court, or to receive the sums obtained on compromise, 
whether such compromise have been obtained on his own demand or 
on that of obligation holders acting in an individual capacity; all sums 
thus received shall be deposited by him at the bureau of deposits 
and consignments, and the liquidator shall give him due quittance 
therefor. 

II. 

THE LIQUIDATOR. 

Art. 6, Before proceeding at all to distribute the assets of the 
company, the liquidator shallpublish in the "Journal Officiel" and in 
the "Journal Otficiel {Commune edition)" a notice, calling on all par- 
ties interested to produce their claims against the company and their 
proofs thereof, within the space of six months, under pain of becom- 
ing barred from bringing any action on the said claims. 

The production of the claims and the transmission of proofs in sup- 
port thereof may be made by simple registered letter. 

Art. 7. The liquidator sliall proceed to verify and to admit said 
claims in the manner and form prescribed by articles 495 and 497, 
first paragraph, of the Code of Commerce. 

Art, 8. Should the claim be contested, notice of this fact shall be 
sent by registered mail to the claimant in question, and the latter shall 
have a term of three months within which he must institute proceed- 
ings before the Civil Tribunal of the Seine, in order to have his claim 
adjudicated. 

Judgment must oe pronounced thereon within the space of one 
month, as in the case of matters demanding immediate and summary 
adjudication. An appeal fi-om such decision must be entered within 
ten days from the notification of said judgment either to the party in 
person or at his domicile. 

Art, 9. The distribution of all dividends arising from an action 
brought by the company or from actions brought by the attorney or 
man&taire of bondholders, or from any other source whatever, shall 
be made by the liquidator, who alone shall have competency to receive 
opposition or objections to the same. 

Art, 10. All acts tending to alienate the assets of the company, all 
contracts entailing a transfer or contribution of the whole or of a parj 
of the assets of the concern, emanating from the liquidator of the 
Universal Company of the Panama Interooeanic Canal, shall be subject 
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to the approval Of the Civil Tribunal of the Seine, which shall, on the 
report of one of the Justices, pass on the question in open Court. 

Art. 11. All decrees of approval rendered in accordance with the 
preceding article shall be published, within a term of ten days, in the 
■'Journal Officiel" and in the "Journal Officiel (Commune edition)". 

This decree may be attacked by the shareholders, by the mandataire 
of the bondholders, and by the other creditors of the company, within 
a delay not exceeding one month fi-om the date of the publication 
aforesaid. The Civil Tribunal shall adjudicate the question within 
the space of one month, as in tlie case of matters demanding an 
immediate and summary adjudication. The appeal from such decision 
must be entered within ten days fi-om the time of notification of said 
judgment to the party in person or at his domicile. 

Akt. 12. The Universal Company of the Panama Interoceanic Canal, 
the civil company formed for the purpose of redeeming the obligations 
or bonds of the Panama Canal (issue of March, 18S8), and the civil or 
non-trading company for the redemption of the lottery bonds of the 
Panama Canal, are hereby exempted from the payment of all stamp 
duties, and of all transfer or transmission taxes now due or to become . 
due on any shares or bonds of the said companies. 

Art. 18. Beginning with the date of the promulgation of the present 
law, no limitation in bar of actions in damages shalfbegin to run against 
the creditors of the Panama Canal Universal Company, until the com- 
plete distiibution of the assets realized. 

Art. 14. Shareholders, subscribers or buyers of stock having 
acquired title to the same before the company was placed into the 
bands of a liquidator, provided they represent at least one-twentieth of 
the capital stock, may Join a common interest and entrust one or more 
attoi-neys or mandataires with maintaining any action and with repre- 
senting them in Court. 

The present law, deliberated upon and adopted by the Senate and 
Chamber of Deputies, shall be enforced as a law of tne State, 

Done !it Marly-le-Roi, on the 1st day of July, 1893. 

Carnot. 

By the President of the Republic: 

Tne Keeper of the Seals, the Minister of Justice, E, Guerin, 

The Minister of Finance, P, Peitkal, 



EXHIBIT C. 
CONCEBBIOB OF ISTS AKD EXTEH8I0K8. 
WYSE C0NC1':SSI0N, MARCH 20, 187H. 
[Eiliirio OflciHl of Bogota. Wi-dneMl»y, May 'J-i, 1S78.] 



Eustor^io Salgar, secretary of the interior and of foreign relations 
of the United States of Colombia, dulv authorized, of the one part, 
and of the otberpart Lucien N. B. Wyse, chief of the Isthmus Scien- 
tific Surveying Expedition in 187fi, 1877. and 1878, member and dele- 
gate of the council of administration of the Inteniational Interoceanic 
8751— U2 11 
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Canal Association, presided by General Etionne Turr, in conformity 
with powei'B bestowed at Paris, from the 27th to the Sitth of October, 
1877, which he has exhibited in legal form, have celebrated the follow- 
ing contract: 

Artk'i.b 1. The Government of the Unit^'d States of Colombia 

f rants to Mr, Lueieii >'. B. Wyse, who accepts it in the name of the 
nternational Interoceani*! (]anal Association, represented by their coun- 
cil of administration, the exclusive privilege for the construction across 
Its territory, and for the operating of a canal between the Atlantic and 
Pacific oceans. Said canal may be constructed without restrictive 
sttmilations of any kind. 

This concession ia made under the following conditions: 

1st. The duration of the privilege shall be for ninety-nine years from 
the daj' on which the canal shall be wholly or partially opened to the nse 
of the public, or when the grantees or their representatives commence 
to collect the dues on transit and navigation. 

2d, From the date of approbation by the Colombia Congress of the 
present contract for the opening of the interoceanic canal, the Govern- 
ment of the Republic can not concede to any company or individual, 
under any (consideration whatever, the right to construct another canal 
across Colombian territory which shall connect the two oceans, nor 
construct one itself. Should the grantees wish to construct a raili-oad 
as an auxiliary to the canal, the (iovernment {with the exception of 
existing rights) cannot grant to any other companv or individual the 
right to l)uild another mteroceanic railroad, nor do so itself, during 
the time allowed for the construction and use of the canal. 

3d. The netM?swary studies of the ground and the route for the line 
of the canal shall be made at the expense of the grantees by an inter- 
national «ionimission of individuals and competent engineers, in which 
two Colombian engineers shall take part. The oonmiission shall deter- 
mine the general route of the canal and report to the Colombian Gov- 
ernmetit dii-ectly. or to its diplomatic agents in the United States or 
Fmiope, upon the i-esults obtained, at the latest in 1881, unless unavoid- 
able circimi stances clearly pi-oven should prevent their so doing. The 
ivport shall comprise in duplicate the scientific laliors performed and 
an estimate of the projc<-ted work. 

-tth. The grantees shall then have a period of two years to organize 
a univei-sal anonymous companv, which shall take charge of the enter- 
prise and of the construction ol the canal. This term shall commence 
from the diit<' mentioned in the preceding paragraph. 

5th. The canal shall be finished and placed at the service of the public 
within the subsequent twelve years after the formation of the company 
which will undciiakc its con,struction, but the executive power is 
authorized to grant a further maximum term of six years in the case 
of encountering vis major, and if after one-third of the canal is built, 
the company should find it imiwssible to conclude the work in the said 
twelve vears. 

6th. 'rhe canal shall have the width, depth, and all other conditions 
i-eijuislte in oi'der that sailing vessels and steamships measuring up to 
l-MI meters long. Hi meters in width, and S meters in draught shall, 
with lowei-ed topiua.st, be able to pass the canal. 

7th. All pulmc lands which uiay be required for the route of the 
canal, the poi'ts. stations, wharves, moorings, wai-ehouses. and in gen- 
eral for the con.-'tmction and service of the canal, as well as for the 
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railway, should it bo (onvenient to build it, shall be ceded gratis to 
the grantees. 

8tn. These lands shall revert to the Cloveroment of the llepublic, 
with the railroad and canal, at the termination of this privilege; there 
is also granted for the use of the eanal a belt of land cwo hundred 
meters wide on each side of if banks throughout all the distance which 
it niaj' run. but the owners of lands on its banks shall have free access 
to the canal and its poils as well as to the right of use of any roads 
which the grantees may open there; and this without paying any dues 
to the company. 

9th. If tne lands through which the canal shall pass, or upon which 
the i-ailroad may lie built, should, in whole or in part, be private prop- 
erty, the grantees shall have the right to demand their expropriation 
W the Government according to all the legal formalities in suc-b cases, 
loe indemnity which shall be made to the landowners, and which shall 
be based on tfieir actual value, shall be at the expense of the company. 
The grantees shall enjoy in this case, and in those of temporary occu- 
pation of private property, all the rights and privileges which the 
law allows to the nation. 

10th, The grantees may establish and operate at their cost the tele- 
graph lines wnich they may consider useful as auxiliaries in the build- 
mg and management of the c^nal. 

nth. It is, however, stipulated and ^reed that if, before the pay- 
ment of the security determined upon in article '2, the Colombian 
Government should receive any formal proposal, sufficiently guaran- 
teed, in the opinion of the said (iovernment, to construct the canal in 
less time and undermore advantageous conditions for the United States 
of Colombia, said proposal shall be communicated to the grantees or 
their representatives, that they may be su)>stituted therein, in which 
case they shall be preferred; ijut if they do not accept such substitu- 
tion, the Colombian Government, in the new contract which thej' may 
celebrate, shall exact, besides the guarantee mentioned in article 2, 
the sum of three hundred thousand dollars in coin, which shall be 
given as indemnity to the grantees. 

Art. ± Within the term of twelve months from the date at which 
the international commission shall have presented the detinite results 
of their studies, the grantees shall deposit in the bank or banks of 
London, to be designated by the national executive power, the smii 
of seven hundred and tifty thousand francs, to the exclusion of all 
paper money, as security for the execution of the work. The receipt 
of said banks shall be a voucher for the fultillment of said deposit. 
It is understood that if the gi'antees should lose that deposit by virtue 
of the stipulations contain^ in clauses 2 and 3 of article '2-2 of the 
present contract, the sum referred to, with interest, shall become in 
tf>totlie property of the Colombian (iovernment After the comple- 
tion of the canal, said sum, without interest, which latter will in this 
case belong to grantees, shall be paid into the treasury, for the 
expenses wnich may have been incuiTcd or may be incurred for the 
consti'uction of buifdtngs for the public services. 

Art, 3. If the line of the canal to be constructed from sea to sea 
should pass to the west and to the north of the imaginary straight 
line which joins Cape Tiburon with Garachin^ Point, the grantees 
must enter into some amicable arrangement with the Panama Railroad 
Company, or pay an indemnitj'. which shall be established in accord- 
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anee with the provisions of law 46, of Auj^ust 16, 1867, "approving 
the contract celebrated on July 5, 1867, reformatory of the contract 
of April 15, 1850. for the eonatruetion of a railroad from one ocean 
to the other through the Isthmus of Panama." 

In case the international commission should choose the Atiato or 
acme other stream already navigable as one of the ends of the canal, 
the ingress and egress by such stream, and the navigation of its waters, 
so long as it is not intended to pass through the canal, shall be open to 
commerce and free fi^om all imposts. 

Art. 4. Besides the lands granted in paragi'aphs 7 and 8 of article 1 
there shall be awarded to the grantees, as an aid for the accomplish- 
ment of the work, five hundred thousand hectares of public lands, 
with the mines they may comprise, in the localities which the company 
may select. This award shall be made directly by the national execu- 
tive power. The public lands situated on the seacoast, on the borders 
of the canal or of the rivers, shall be divided in alternate lots between 
the Government and the company, forming areas of from one to two 
thousand hectares. The measurements for the allotment or locating 
shall be made at the expense of the grantees and with the intervention 
of Government commissioners. The public lands thus granted, with 
the mines they may hold, shall be awarded to the grantees as fast as 
the work of fonstruction of the canal piogresses, and in accoi'dance 
with rules to be laid down bj' the executive power. 

Withhi a belt of two uiyriameters on each side of the canal, and 
during five veal's after the termination of the work, the Government 
shall not have the right to grant other lands except the said lots until 
the company shall have called for the whole number of lots granted by 
this article. 

Akt. 5. The Government of the Republic hereby declares the poils 
at each end of the canal, and the waters of the latter from sea to sea, 
to be neutral at all times; and consequently in case of war among other 
nations, the transit through the canal shall not be interrupted by such 
event, and the merchant vessels and individuals of all nations of the 
world may enter into said ports and travel on the canal without being 
molested or detained. In general.any vessel may pass freely without any 
discrimination, exclusion, or preference of nationalities or persons on 
payment of the duej* and the observance of the rules established by the 
company for the use of the canal and its dependencies. Exception is to 
be made of foreign troops, which shall not have the right to pass without 
permission from Congi-eas, and of the vessels of nations which, being 
at war with the United States of Colombia, may not have obtained the 
right to pass through the canal at all times, by public treaties wherein 
are guai-anteed the sovereignty of Colombia over the Isthmus of Panama 
and ovei" the territory whereon the tyinal is to be cut, and the immunity 
andneutralityof the said canal, its ports, bays, and dependencies and the 
adjacent seas. 

Art. 6. The United States of Colombia reserve to themselves the 
right to Tpass their war vessels, troops, and munitions of war at all times 
and without paying any dues whatever. The passage of the canal is 
strictly closed to war vessels of nations in a state of open hostility with 
one or more other nations, and which may not have acquired, by pub- 
lic treatv with the Colombian Government, the right to pass tlirough 
the canal at all times. 

Art, 7. The grantees will enjoy the right during the whole time of 
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the privilege to use the ports at the termini of the canal, as well as 
intermediate parts, for tne anchorage and repair of ships^aiid the 
loading, depasiting, transshipping, or landing of merchandise. The 
ports of the canal snail be open and free to the commerce of all nations, 
and no import duties shall be exacted, except on merchandise destined 
to be introduced for the consumption of the rest of the Republic. The 
said ports shall, therefore, be open to importations f i-om the commence- 
ment of the work, and the custom-houses, and the revenue service 
which the Government may deem convenient for the collection of duties 
on merchandise destined foi other parts of the Republic, shall be 
established, in order to prevent introduction of smuggled goods. 

Akt. 8, The executive power shall dictate, for the protection of the 
financial interestJS of the Republic, the regulations conducive to the pre- 
vention of smuggling, and shall have the power to station, at the cost 
of the nation, the number of men which they may deem necessary for 
that service. 

Out of the indispensable officials for that service, ten shall be paid 
by the company, and their salaries shall not exceed those enjoyed by 
employes ot the same rank in the Barranquilla custom-house. 

The company shall carry gratis through the canal, or on the auxiliary 
railwaj", the men destined for the service of the nation, for the service 
of the state through whose territory the canal and rail road may pass, or 
forthe service of the police, with the obiect of guarding against foreign 
enemies, or for the preservation of public older, and shall also trans- 
port gratis the bag^ge of such men, their war materials, armament, 
and clothing fthicn they may need for the service assigned to them. 

If the company has not ships or tugboats it will pay the passage of 
these same men across the Isthmus with their baggage, munitions, 
arms and equipment. 

The subsistence of the public force which may be deemed necessary 
for the safety of the interoceanic transit shall likewise be at the expense 
of the company. 

Art. y. The grantee shall have the right to introduce, free of import 
or other duties of whatever class, all the instruments, machinery, tools, 
fixtures, provisions, clothing for lalrorers which they Way need during 
all the time allowed to them for the construction and use of the canaL 
The ships cariying cargoes for the use of the enterprise shall enjoy 
free entry at whatever point shall afford them easy access to the 
line of the canal. 

Art. 10. No taxes, either national, municipal, of the State, or of any 
other class, shall be levied upon the canal, the ships that navigate it, 
the tugs and vessels at the service of the gi'antees, their warehouses, 
workshops, and offices, factories of whatever cla-ss, storehouses, 
wharves, machinery or other works or property of whatever character 
belonging to them, and which they may need for the service of the 
canal and iti dependencies, during the time conceded for its construc- 
tion and operation. The grantees shall also have the right to take 
from the public lands the materials of any kind which they may 
require without paying any compensation for the same. 

Art. 11. The passengers, money, precious metals, merchandise, and 
articles and effects of all kinds which may l>e transpoiied over the 
canal shall also be exempt from all duties— national, municipal, transit, 
and others. The same exemption is extended to all articles and 
merchandise which may be deposited, on conditions to he stipulated 
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with the company, id the storehouses and stations belonging to them 
in the case of interior or exterior commerce. 

Art, 12. Ships desiringtopassthroughthecanal shall presentat the 
port of the tenninua of the canal at which they may arrive their respec- 
tive registers and other sailing papers prescribed by the lawsand public 
treaties, so that the vessels may navigate without interruption. Ves- 
sels not having said papei-s, or whicli should refuse to present them, 
may be detained and proceeded against according to law. 

Art, 13. The Government allows the immigration and free access 
to the lands and plants of the grantees of all the employes and work- 
ingmen of whatever nationality, who may be contracted for the work 
or who may come to engage themselves to work on the canal, on con- 
dition that such employes or lalwrers shall submit to the existing 
laws and to the regulations established by the company. The Gov- 
ernment promises them support iind protection, and the enjoyment of 
their right<i and giiarantees, in conformity with the national constitution 
and laws, during the time they may sojurn on Colombian territorv. 

The Oilombian manual laborers and other workmen employed on 
the work of the canal shall be exempt from all requisitions and mili- 
tary service, national as well as of the state. 

Abt. 14. In order to indemnify the <jfav(.ees of the construction, 
maintenance, and working expenses incurred by them, they shall have, 
during the whole period of the privilege, the exclusive light to estab- 
lish and collect for the passage of the canal and its ports the dues for 
light-houses, anchorage, transit, navigation, repairs, pilotage, towage, 
hauling, storage, and of moorage accordingto the tariff which they may 
issue, and which they may m«>dify at any time under the following 
express conditions: 

1st. They shall collect these dues, without any exceptional favor, 
from all vessels in like circumstances. 

2d. The tariffs shall be published four months before their enforce- 
ment in the Diario Oficial of the Government, as well as in the capitals 
and the principal commercial ports of the countries interested. 

8d. The principal navigation dues to be collected shall not exceed 
the sum of ten francs for each cubic meter resulting from the multi- 
plication of the principal dimensions of the immerged hull of the ship 
m transit (length, breadth, and draught). 

4th. The principal dimensions of the «hip in ti'ansit, that is to say, 
the maximum exterior length and breadth at the water line, as well as 
the greatest draught, .shall be the metrical dimension inserted in the 
official permits of navigation, excepting any modifications supervening 
during the voyage. The ship's captains and the company's agents may 
demand a new measurement, which operations shall be earned out at 
the expense of the petitioner; and, 

5th. The same measurement, that is to say, the number of cubic meters 
contained in the parallelopipedon circumscribing the immerged hull 
of the ship, shall serve as a basis for the deteimination of the other 
accessory dues. 

Art. 15. By wav of compensation for the rights and exemptions 
which are allowed to the grantees in this contract, the Government 
of the Republic shall be entitled to a share amounting to five per cent 
of the gross rexieipts obtained by the enterprise, by virtue of the rights 
established or which wilt be established in conformity with article 14, 
during the first twenty-five years after the opening of the canal to the 
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use of the public. From the twenty-sixth up to the fiftieth year, inclu- 
aive, it shall be entitled to a share of six per cent; from the fifty -first to 
the seventy-fifth to seven per cent; and from the seventy -sixth to the 
termination of the privilege to eight per cent. It is understood that 
these shares shall be reckoned, as haa been said, on the gross income 
from all sources, without any deduction whatever for expenses, interest 
on shares, or on loans or debts against the company. The Government 
of the Republic shall have the right to appoint a conmiissioner or 
agent, who shall intervene in the collections and examine the account'*, 
and the distribution or payment of the shares coming to the (Jovern- 
ment shall be aia<le in due half-yearly installments. The product of 
the live, six, seven, and eight pei' (-ent shall be distributed as follows: 

Four-fifths of it shall go to the Government of the Republic and the 
remaining one-fifth to the government of the State through whose 
terntory the canal may pass. 

The company guarantees to the Government of Colombia that the 
share of the latter shall in no ca*ie be les.s than the sum of two hundred 
and fifty thousand dollars a year, which is the same as that received 
as its share in the earninji^s of the Panama Kailroad, so that if in any 
vear the five, six, seven, or eight per cent should not reach said sum, 
it shall be completed out of the common funds of the company. 

Art. 1(5. The grantees are authorized to require payment in advance 
of any charges which they may establish; nine- tenths of these chains 
shall be made payable in gold, and only the remaining one-tenth part 
shall be payable in silver of twenty-five grammes, of a fineness of 900 m. 

Art. 17. The ships which shall infringe upon the rules established 
by the company shall be subject to the payment of a fine which said 
company' shall fix In its regulations, of wnic^n due notice shall be given 
to the public at the time of the issue of the tariff. Should they refuse 
to pay said fine, nor furnish sulEcient security, they may be detained 
and prosecuted according to the laws, 'I'he same proceedings may be 
obseived for the damages they may have caused. 

Akt, 18. If the opening of the canal shall be deemed financially pos- 
sible, the grantees are authorized to form, under the immediate pro- 
tection of the Colombian Government, a universal joint stock company, 
which shall undertake the execution of the work, taking charge of all 
financial transactions which may be needed. As this enterprise is 
essentially international, and for public utility, it is understood that it 
shall always be kept free from political influences. 

The company shall take the name of "The Univei-sal Interoceanic 
Canal As.sociation ;" its residence shall be fixed in Bogota, New York, 
London, or Paris, as the grantees may choose; branch offi<'es may be 
established wherever necessary. Its contracts, shares, bonds, and 
titles of its property shall never be subjected by the (ioverninent of 
Colombia to any charges for regietry, emission, stamps, or any similar 
imposts upon the sale or ti-aiisfer of these shares or bonds, as well as 
on the profits pi-odueed by these values. 

Art. 19.. The company is authorized to reserve as much as H) per 
cent of the shares emitted, to form a fund of shares, to the benefit of 
the. founders and promoter of the enterprise. Of the products of the 
concern the company take, in the first place, what is nei:essary to cover 
all expenses of repairs, operations, and administration, and the share 
which belongs to the Government, as well as the sums necessary for 
the payment of the interest and the amortization of the bonds," and, 
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if possible, the fixed interest or dividend of the shares: that which 
remains will be considered as net profit, out of which 8(1 per cent at 
least will be divided among the shareholders. 

Art. '20. The Colombian (jtovernment may appoint a special dele- 
gate in the council of administration of the company whenever it may 
consider it useful to do so. This dele^te shall enjoy the same advant- 
ages as are granted to the other administrators by the bj^-law;* of the 
company. 

The grantees pledge themselves to appoint In the capital of the 
Union, near the National Government, a duly authorized agent for the 
purpose of clearing np all doubts and presenting any claims to which 
this contract may give rise. Reciprocally and in the same sense, the 
Government shall appoint an agent, who shall reside in the principal 
establishment of the company situated on the line of the canal; and, 
according to the national constitution, the dilEculties which may arise 
between the contracting parties shall be submitted to the decision of 
the federal supreme court. 

Art. 21. The grantees, or those who In the fnture may succeed them 
in their rights, may transfer these rights toothercapitalists or financial 
companies, but it is absolutely prohibited to cede or mortgage them 
under any consideration whatever to any nation or foreign government. 

Art. 22. The grantees, or their representatives, shall lose the right 
hereby acquired in the following cases: 

1st, If they do not deposit, on the tenns agreed upon, the sum which 
by way of security must insure the execution of the work, 

2d. If in the iirst year of the twelve that are allowed for the con- 
struction of the canal the works are not already commenced, in this 
case, the company shall lose the sum deposited by the way of security, 
together with the interest that may have accrued, all of which will 
remain for the benefit of the Republic. 

3d, If at the end of the second period fixed in paragraph 5 or Arti- 
cle 1 the canal is not transitable, in this case also the company shall 
lose the sum deposited as security: which, with the interests accrued, 
shall remain for the benefit of the Republic. 

4th. If they violate the prescriptions of Article 21; and. 

5th. If the service of the canal should be interrupted for a longer 
period than six months without its being occasioned bv the acts of 
God, &e. 

In cases 2, 3, i, and 5 the fedeml supreme court shall have the 
right to decide whether the privilege has become annulled or not. 

Art, 23. In all cases of decisions of nullity the public lands men- 
tioned in clauses 7 and S of Article 1, and 8uc& lands as are not settled 
or inhabited from among those granted by Article 4. shall revert to 
the possession of the Republic in the condition they may be found in, 
and without any indemnity whatever, as well as the buildings, mate- 
rials, works, and improvements which the grantees may possess along 
the canal and its accessories. The grantees shall only retain their cap- 
ital, vessels, provisions, and in general all movable property. 

Art. 24. Five yeai-s previous to the expii-ation of the ninety-nine 
years of the privilege the executive power shall appoint a commis- 
sioner to examine the condition of the canal and annexes, and, with 
the knowledge of the company or its agents on the Isthmus, to make 
an official report, describing in every detail the condition of the same 
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and pointing out what repairs may be necessary. This report will 
serve to establish in what condition the canal and its dependencies 
shall be delivered to the National Government on the day of expiration 
of the privilege now granted. 

Art. 25. The enterprise of the canal is reputed to be of public 
utility. 

Art. 26. This contract which will serve as a substitute for the pro- 
visions of law 33, of May 26, 1876, and the clauses of the contract 
celebrated on the 28th of May of tlie same yeai", shall be submitted 
for the approval of the President of the union and the definite accept- 
ance by the Congress of the nation. 

In witness whereof thev sign the present in Bogota, on the 20th 
March, 1878. 

EuSTOROio Saloar. 
LuciBN N. B. Wtse. 

Bogota, March. 25, ISTS. 
Approved. 
The President of the union: 

Aquileo Pabro. 
The secretary of the interior and of foreign relations: 

EuSTORGio Salgar. 
To the Honorahle Secretary of the Interior and Foreign Rdations: 

I have the honor to inform you that I accept each and all of the 
modifications introduced by Congress to the contract which I cele- 
brated with Sefior Eustorgio Salgar, your worthy predecessor in the 
department of the interior and foreign relations, for the construction 
of the interoceanic canal, which contitict was appi-oved by the executive 
power under date of March 23 last. 

The modifications to which 1 have alluded are those recorded in law 
No. 28 of the 18th instant. 

I hasten to lay this declaration before the Government of Colombia, 
so that it may be taken in consideration, in oi-der that said law may 
be. effective in all its parts. 
Bogota, May 18, 1878. 

LociEN N. B. Wtse, 
Chi^f of tfi£ International Seientife C&iamissi.im 
foi' the titirvetf of the Jethmie, Member and 
DeJ'egate frout the Council of Adm iniatration of 
the Interoceanic Ganal AsKociation. 
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EXTENSION OF CONCESSION DECEMBER 2 
Adbitional Contract Modifyinq that op Makch 23, 1878, A 



l<Mmsion often years for the opening of the intei'occm'ie canal turoaif 
(Jolambian territory. 

The Congkess of Colombia, Decrees: 

Only Article. The contract modifying that of March 23, 187S, 
for the opening of an inter-oceanic canal across Colombian Territory, 
concluded between 11. E. the Minister of Foreign Affairs, and Mr. 
Lucien N. B. Wj'se, Special Kepresentative of the Liquidator of the 
Compagnie Univeraelle du Canal de Panama, is approved in all its 
parts, which contract is literally as follows: 

Antonio Roldan, Minister of Foreign Affairs, duly authorized by 
his Excellency, the President of the Kepulilic, hereinafter called the 
" (jovernraent," of the one part, and Lucien N. B. Wyse, Naval Com- 
mander, Engiheer, original Concessionary of the inter-oceanic canal, 
and Special Delegate of the Liquidator of the Compagnie Universelle 
du Canal de Panama, under powers of attorney executwl at Paris, May 
16, 18iK), hereinafter called the "Concessionarj-," of the other part, 
have agreed to modify the Contract of March 28. 1878, for the open- 
ing of an inter-oceanic canal across Colombian Territory, approved 
bv law 38 of the same year, in accordance with the following stipula- 
tions: 

Article First: The Government grants to the Liquidator of the 
Compf^nie U niverselle du Canal de Panama, an extension of ten years, 
withm which the canal is to be finished and put in public operation; 
the said extension is consented to, subject to the following conditions: 

J'^lrst. The Concessionary agrees to transfer all the assets of the 
Company in liquidation to a new company which shall undertake the 
completion of the work of the Inter-oceanic Canal. 

Second. The new company shall be formally organized with & cap- 
ital sufficient for this pui^pose, and shall resume the work of excava- 
tion in a serious and permanent manner, not later than Februarv 28, 
1893. 

Third. The Concessionary, or his successors, shall furnish monthly 
to the National Government of Panama the sum of ten thousand 
(10,000) piastres, in Colombian coin of 0.835, for the maintenance of 
two hundred and fifty (ri.'JO) men of the Military Gai'rison of the Depart- 
ment of Panama, whom the Government undertakes to assign for the 
preservation of order, and for the security of the line of the canal 
during the work of excavation, and upon its tennination for the pro- 
tection of inter-oceanic transit. 

In case the Company should have need of a greater number of men 
of the public forces, the goverment will assign them to said ser^"ice, 
taking them from the Military Garrison of the Department, but the 
additional expense occasioned by this increase, reckoned upon the 
basis ah-eady established, shall also be borne by the Company. 

The companj' binds itself to furnish places for the lodging of the 
troops upon points on the line at which the (iovernment has none of 
its own. The last part of article 8 of the original conti-act for the 
privilege ie modified in these respects. 



■,e-.oo^lc 



PANAMA CANAL TITLE. 171 

Fourth. The navi^tion of the lakes which may form part of the 
canal shall be free to small vessels, in accordance with the regulations 
which the company may prescribe for this purpose. The latter shall 
DOt be responsible for the inherent risks of this navigation. The 
internal regulation of the lakes shall be settled by the Government at 
the proper time, taking into account the general interests of the 
enterpnse. 

Fifth. The company binds itself to reestablish public ti-ansit at the 
mouth of the Rio (.irande, by means of bridges or boats, as it shall con- 
sider most practicable, and if, in consequence of the number of vessels, 
passage should become hereafter too difficult, the company shall 
reestablish it between Emperador and Arraijan to the satisfaction of 
the Government. 

Article Second. Beside the public lands granted gratis by the con- 
tract of 187S, the expropriation of lands, buildings, and plantations 
which shall prove necessary to the canal and its dependencies, shall be 
made bv the Government on account of the compwny in conformity 
with t&e 9th condition of article first of the aforesaid contract, 
approved by law 28 of 1878. 

Such expropriations shall be made with all speed which the legislation 
of the country upon the subject permits; the expropriated real estate 
shall be immediately delivered over to the concessionary or his 
successors. 

Article Third. The Government also undertakes to take the neces- 
sary steps for restoring to the new company the complete enioyment 
of the lands belonging to the company in liquidation unlawfully occu- 
pied by private persons, and to procure a judicial deciee that all per- 
sons who, without previous consent, shall have built or planted upon 
the lands bought by the company in liquidation for the purpose of 
works of excavation, installation, and unloading, shall have no right to 
any indemnity. 

Abticle Fourth, As compensation for the services which the Gov- 
ernment ^^ees to render, in accordance with the two preceding articles, 
the concejssionary, or his successors, shall pay to the Government ten 
million (10,000, 000) fi^ancs in gold, and shall issue to it gratis, in addi- 
tion, live million (5.000,000) francs in ten thousand (10.000) dividend 
bearing shares of the new company of iive Hundred (5(X)) francs each, 
full paid, having the right to no other dividends than those which are 
declared on ordinary shares; the said ten thousand (10,00(1) shares shall 
re.main attached to their respective stubs until the other shares shall be 
full paid; but, upon notice to the company, the Government shall have 
the power, when it shall see tit, to assign or pledge them. 

The ten million (10,000,000) t'l-ancs to whii'h this article refers shall 
he paid by the concessionaiy, or by his successors, in tive (5) equal 
annual installments; the fii-st being paid three (3) months after the 
new company for the completion of the canal shall be fully organized, 
in conformitj' with the second condition of article first. . From this 
sum shall be deducted two million five hundred thousand (2,500,000) 
fmncs, as well as the interest accmed up to the date of the present 
contract, which the Government owes to the company in liquidation 
for the loan of 1883, the deduction being made in the fii'st place for 
the purpose of fixing the amount of the five (5) installments just men- 
tioned. By this paj'ment the said loan shall be finally dischaiged. 

Article Fifth. A special member, whom the Government has the 
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right to appoint in the company's council of administration in c^nfonn- 
icy with article twentv of tne contract in force, shall enjoj' in the new 
company to be organized for the completion of the canal the same 
advantafjres and compensation granted to the other administrators by the 
charter of the company, but neither the said appointee nor the official 
agent of the (joverniiient residing in the Isthmus, shall make any pub- 
licatiot) relative to the company without the express authorization of 
the Government. 

Article Sixth, If the new company for the completion of the 
canal shall not be organized, and if the work of excavation on the 
canal shall not be resumed within the period fixed by the second con- 
dition of article first, the contract in force shall lapse and the Re[)ublic 
shall enter into the possession and enjoyment, without the necessity of 
a previous judicial decree, and without indemnity, of the works of the 
canal and its annexes, which revert to it in accordance with article 
third of the contract of 1878. 

Sec. Ut. It is understood that the contract shall also lapse and the 
provisions of this article shall become applicable if the company for 
the completion of the canal not beaog organized before February 28, 
1893, the legal repiesentative of the Compagnie Universelle du Canal 
• Interoceanique, or his successors, abandon the maintenance of the 
works, plant, and buildings now existing upon the Isthmus and belong- 
ing to tne company. 

Sec. %nd. The maintenance of the property specified in the preced- 
ing pai'agraoh shall be considered abandoned when the legal repre- 
sentative of the Compagnie Universelle du Canal Interoceanique, in 
liquidation, or his successors, shall discharge the force of employees 
which he now has on the Isthmus, or shall cease to make the neces- 
sary expenditure for preventing the loss or deterioration of the said 
property. 

Sec. 3rd. It is, moreover, understoodthatthebuildings, plant, works, 
and improvementa which are to become the property of the Republic 
under the circumstances provided in this article, and in conformity 
with article 23 of the contract of 1878, shall be inalienable, and are to 
be in goo^ condition, subject to deterioration arising from use, from 
unavoidable causes, or fi-om accident. 

Article Seventh, As soon as the companv for the completion of 
the canal shall be legally organized, and shall have resumed the work, 
in conformity with the provisions of the second condition of article 
first of this contract, the Government shall assign to it in the depart- 
ment of Panama the two hundred and fifty thousand (250,000) hectares 
of public lands to which it has been already declared by decisions of 
the Executive power to be entitled, and shall issue to it the respective 
patents, provided that the legal formalities in the premises be accom- 
plished on the part of the company. 

Article Eighth. The security of seven hundred and fifty thousand 
(750,000) fr&ncs deposited by the canal company in accordance with 
article second of the contract in force, shall be maintained as a guaranty 
for the fulfillment of the obligations arising from the said contract, 
and of those assumed by the concessionarj' under the provisions of the 
present contract. 

Article Ninth. All rights and obligations created by the contract 
of March 23, 1878, for the opening of an interoceanic canal across 
Colombian territory, appioved by law 28 of the same year, shall con- 
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tinue in full force and vigor without othtir restrictions and modifica- 
tions than those contained in the present conti'act. 

Article Tenth. In order that the pres(!nt contract may have full 
force and effect, it shall be submitted to the approval of His Excellency 
the President of the Republic, and to that of Congress. 

Done in duplicate, at BogotS, the 10th day of December, one thou- 
sand eight hundred and ninety. 

Antonio Roi.dax. 
LUUIEN N. B. WvsE. 



EXTESSION OF CONCESSION, APRIL 4, 
Contract op Extension. 



(Dliulo OflcMsl ol BuKOUt. April 5, l^SS— Ho. 81^.] 



Omtrnet granting e.rtei\skm to the Panama Canal Company — i/i, 
llijitidafion. 

Between Marco F. Suarez. Minister of Foreicn ■ Affairs, duly 
authorized by his Excellency, the Vice-Pre.tident of the Republic, and 
in accordance with the powers granted to the Executive Power by Law 
81 of 1892, hereinafter called "the Government," of the one part, 

And FiiANCOis Mange, Engineer, Administrator of the operations of 
the liquidation on the Isthmus. Special Representative of the Liquidator 
of the Compagnie Universelle du Canal de Panama, under powers of 
attorney granted him at Paris, January 24, 1893. hereinafter called 
" the Concessionary," of the other part: it has been agreed to modifv 
the contracts of March 23, 1878, and December 10, 1890, for the open- 
ing of an inter-oceanic canal across Colombian Teri'itory, in conformity 
with the following stipulations: 

Article First. 

The extension of ten years granted in Article First of the Contract 
of 1890 to the Liquidator of the Compagnie I'niverselle du Canal de 
Panama, remains in force, subject to the conditions then provided, 
except the Second, which is modified hy the extension until October 
Slat, 1894, of the period within which the new Company is to be 
formed and work on the Canal is to be resumed in a serious and jjer- 
manent manner. 

The term of ten years shall liegin to run from the date of the foraial 
organization of the new Coni|>any. 

Art. 2. 

knowledges 

former contracts and of the present contract and binds himself to do. 
in France, all acts necessary to insure it)* validity. These proceedings, 
are to be concluded not later than August 31st next. 
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Art. 3. 

As compensation for the extension which the Government giants 
bj' Article First and to indemnify it for the advantages which it relin- 
quishes accord! njifiy, the Concessionary or his successor acknowledges 
an indebtedness in favor of the Kepublic, amounting to the sum of 
Two million francs in gold (2,000,000 francs), which added to the Ten 
millions provided in Article 4 of the Contract of 1890, constitutes a 
total indpDtedness of Twelve million francs (12,000,000 francs), in favor 
of Colombia, exclusive of Five million francs (5,000,000 francs) in 
Ten thousand shares, also mentioned in the Article aforesaid. 

Art. 4. 

The contracting parties further agree that from the Twelve millions 
which have just been mentioned in the preceding Article shall be 
deducted the sum of Four million francs which the Colombian Gov- 
ernment arid the Treasury of the Department of Panama owe to the 
Company in liquidation for the loan of 1883 and its interest and for 
services and material furnished to the administration of this Depart- 
ment from 1881 to 1892. Accordingly, this debt becomes finally extin- 
guished, leaving the Republic free from all obligation with regard to 
this matter, and reducing to Eight million francs in gold (8,000,000 
francs), the sum which the new Company is to pay to the Government. 

Art, 5. 

The eight million francs mentioned in the preceding Article shall be 
paid by the Concessionary or his successor in the following manner: 

150,000 francs August 31st. 1893; 

150,000 francs October 31st, 189S; 

200,0(10 francs December 31st, 1893. 
The remainder shall be paid in four annual instalments, the first 
to be paid three months after the new Company for the completion of 
the Canal shall be formally organized. The first of these instalments 
shall be One million five hundred thousand francs (1,500,000 francs) 
and the three others. Two millions each (2,000,000 francs). 

Art. 6. 

The Republic shall enter into possession and ownership, without 
need of previous judicial decision and without any indemnity, of the 
Canal itself and the annexes dependent thereon, in confonnity with 
the contracts of 1878 and 1890, in each of the following cases: 

If the new Company shall not be organized within tne period fixed 
by Article First;- 

If the work shall not be resumed within the period fixed by the 
same Article; 

If the Liquidator sells the property which is to belong to the Republic 
in case of lapse or abandons its maintenance, all in conformity with 
the provisions of the previous contracts, saving and excepting deterio- 
ration arising from use, unavoidable causes or from accident: 

If the inventory mentioned in Article 7 of the present contract shall 
not be made. 

If the conditions of Article 2 of the same contract shall not be 
ulfilled. 
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Art. 7. 

A general inventory of the property of the Coniittiny in liquidation, 
which shall comprise as well the propeitv which is to belong to the 
Government in case, of lapse, as that whicn is to belong to the Com- 
pany in liquidation, shall he prepared upon the Isthmus. It is under- 
.stood that rolling stock and floating plant shall be comprised in this 
inventory, which is to be made in conjunction with the Agent of the 
Government at Panama, and is to be completed not later than August 
31st, 1893. 

Art. 8. 

The security of Seven hundred and fifty thousand fmncs (750,000 
fi-ancs) deposited in conformity with the contract of 1878, by the 
Canal ComjHiny, and confirmed by the contract of 1890, shall be main- 
tained as a guamntee for the fulfillment of the obligations arising 
from the said contracts and those to which the Concessionary agrees 
by the present contract. 

Art. 9. 

Disputes which may arise between the contracting parties with 
regard to the piesent contract or the former conti-act, shall be sub- 
mitted to the Supreme Court of Justice of Colombia. 

In conformity with the provisions of Article 7 of law 115 of 1888, 
the Concessionary waives the right to diplomatic intervention concern- 
ing the duties and rights ansing from the thi-ec contracts, except in 
case of denial of justice. 

Art. 10. 

All rights and obligations arising from Contract of March 23rd, 1878 
and contract of December 10th, 1890 for the excavation of an inter- 
oceanic canal across ('olomblan Territory, approved by law 28 of 1878, 
and by law 107 <if 1890, shall continue in full force and vigor, without 
other modifications than those provided in the present contiuct. 

Aht. 11. 

The Concessionary declares that he accepts alt the provisions of the 
present contract which impose special obligations upon the Liquidator 
as well as those which affect the Company which may be formed. 

Art. 1± 

The present Contract niu.st, in order to be valid, Ih' approved by His 
Excellency, the Vice-President of the Republic. 

Done, in duplicate, at Bogota, the fourtn day of April, one thousand 
eight hundred and ninety -three. 

Mawo F. Suarez. 
Francois Mangk. 
Executive Government — Bogota, April 4. 1893. 
Approved, 
[l. 8.] M. A, Caro. 

The Mini.ster of Foreign Affaii's, 
Marco F. Suarez. 
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EXTENSION OP CONCKSSION, APRIL 26, ISOO. 

[Number 11Z7S. '■Wiariti Oflcial" Bogota. Slaj- 7, 1900. Mlnlslrj' "f Finwice.] 

Contract rdatlee to ths granting of an extension of time to the Nem 
ComjMiny of the Panama Canal. 

Whbreias. The National Executive Power has issued the fol- 
lowing 

Decree Number 721 of 1900. 
{April 23.) 
bj which provision is made for the granting of an extension of time 
to the New Company of the Panama Canal, 

The President of the Kepublic 
Having seen the memorial by which the New Company of the 
Panama Canal has solicited of the Government an extension of six 
years for the completion of the work and putting it into public 
service; and having seen the communications in which the Special 
Agent, Dr. Nicolas Esquerra, expounds to the (jovernment to 
public expediency of granting the extension herein considered, 

" Decrees 

Art. 1. The Government may grant to the New Company of the 
Panama Canal an extension for the fixed term of six vears to com- 
plete the work and put it into public use, Provided that it shall de- 
posit at the disposition of the National Treasury, within one hundred 
and twenty days, computed from the date on which this instrument 
shall be notified to the said Company in such bank or esta.blish- 
ment as may be designated bv the Government, five millions of francs 
(frs. 5,000.000) in Fi-ench gold. 

Art. 2. The said extension will begin to run on the Slat day of 
October. 1904. Consequently the canal must be completed and put 
into public use on the 31st day of October, 1910, at the latest. 

Let it be communicated and published. 

Given at Pena, Department of Cundinamarca, this 23d day of April, 
1900. 

Maxitel A. Sanclemente. 
The Minister of State, Rafael SI. Palacio. 

The Ministei- for Foreign Afi'aii-s, Carlos Curkvo Marqukz. 

The Minister of Finance, Caries Calderon. 

The Minister of War, Josii Saxtos. 

The Minister of Public Instruction, Morco F. Suarez. 
The Minister of the Treasury, Marceliano Vargas. 

Now, therefore, we, to-wit: Carlos Calderon. Minister of Finance 
of the Kepublic, duly authorized by the Executive Power, on the one 
part, and, on the other part, Alejandro N. Mancini, in his capacity of 
Agent of the New Company of the Panama Canal and as representa- 
tive of the same, by virtue of the power of attorney which he has laid 
before the Ministry of Finance, hare executed the following contract. 

Art. 1. The Government of the Repulilic grants to the Xew Com- 
pany of the Panama Canal a delay of six years, from the 31st of Octo- 
ber; 1904, in which to complete the work on the Canal and deliver it 
to the public service, under the tenns of the existing contracts. In 
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consequence the said woik shall have to be completed and put into the 
public service on the Slat day of October, 1910, 

Art. '2. In consideration of the extension referred to in the fore- 
going article, the New Company of the Panama Canal will pay to the 
Republic the sum of five millions of francs (francs 5,{)00,000) in French 
coin, in the city of Paris, ninety days from the date on which this 
contract shall have been approve by the Most Excellent President of 
the Republic. Said payment shall be made by the Company to the 
firm or bank in the city of Paris in whose favor the MiniNter of the 
Ti-easury of the Republic may draw. 

Art. 3. This conti-act requires the approval of the Council of Min- 
istei's and that of the Most Excellent President of the Republic. 

In witness whereof, we have signed three copies of even tenor at 
Bogota, this twenty-fifth day of April, one thousand nine hundred. 
Carlos Calderok — Alejandro N. Mancini. 
Presidency of the Council of Ministers, Bogota, 
April 25, 1900. 

In the session of this day the foregoing contract was examined and 
unanimously approved. 

The President, Carlos Cuervo Marquez, 
The Secretary ad hoc, Alejandro M. Olivares, 
National Executive Power: Pena Department of Cundinamarca, 

April ae, lyoo. 

Appi-oved. 

Manuel A. Sanclemente. 
The Minister of Finance, 

Carlos Caldeeon. 



EXHIBIT D. 

EVIDENCE OF PAYMENTS TO COLOMBIA SINCE DECEMBER 31, 1893. 

Sec. 1, No. 1560.] Republic of Colombia, 

The Ministry of Treasurt, 

Bogota, Septemlei- i2, 1896. 
The Director of the New Panama Canal (jOMPANY, 

Paris. 
On the 31st day of October proximo deliver to the Messrs. Schloss 
& Bros., of London, two million francs (fr. 2,000,000), being the 
annual payment due January, 18y7. Said delivery will be made in 
accordance with the contract bt^tween the (government of this Republic 
and the company you represent as administi-ator, respecting antici- 

fated discount and formalities required in making the annual payment 
lie. (1896.) 

Your most obedient servant, 

(Signed,) Manuel Ponce de Ljxin. 



Certified to be a copy of the origini 
The chief of the general accounts, 
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Sec. 1, No. 7139.] Kepublic of Colombia, 

Ministry of Treasury, 

Bogota, May 28, 1900. 
Mr, Alejandro Mancini: 

For your information I beg to transmit the following comiiiunication 
and the resolution pertaining to same: 
Sec. 1, No. 159.] Republic of Colombia, Misistrv of Wab, 

BoQutA, May 36, 1900. 

The MlNlSTEK OP THE TRKASrSY: 

In conformity with authorization received from Hia Excellency the President of 
the Republic, communicated through the minister of state in the telesram I had the 
honor to transcribe for you in my official note No. 155, ctateil the 22a instant, I beg 
to state that this ministry notified the banking house of Fould & Co., of Paris, to 
accept aa a deposit the five million fmncs, French gold, which is to be paid by the 
New Panama Canal Company for the concession of "prolongation," aa I had the 
honor of informing you, for the conclusion of the business. 
I am, sir, your obedient servant, 

Manuel Casabianca. 

See. 1.] Ministry of Treasury, 

Bogoti, May 26, 1900. 
Instruct the re^iresentative of the New Panama Canal Company in this city and 
inform the bankmg house of Fould & Co. to receive the consignment without dis- 

By the minister, the secretary: 

ItiNACIO 

Your obedient servant. 
By the minister in charge: 

The subsecretary, 

(Signed) Ionacio R. Pinbros. 

Oertilied to be a copy of the orginal. 
The chief of the general accounts, 



EXHIBIT E. 

BY-LAWS OF THK OLD PANAMA CANAL COMPANY. 

Title First. — Creation and object of the company., deitoiainaiion, 
residence, and duration. 

Article 1. There is created, between Mr. Ferdinand de Lesseps, the 
conferees, and the subscribers to shares hereafter created, a company 
under the denomination of the " Universal Interoceanic Panama Canal 
Co." 

Article 2. This company has for object: 

First, The construction of a maritime canal for large navigation 
between the Atlantic and Pacific oceans, through the part of the 
American isthmus belonging to the United States of Colombia. ; 

Second. The exploitation of the said canal and sundry enterprises 
belonging thereto. 

Third. The construction or exploitation of all lines of railroad which 
the company should deem for the good of the undertaking to be con- 
structed or brought in the vicinity of the canal. 

Fourth. The exploitation of lands conceded and mines contained 
therein. 
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The whole according to the clauses and conditions of the concession, 
such as i-esult from the law of the Congress of the United States of 
Ck)lombia dated May 18th, 1S78. {Law 28 of 1878.) 

Akticle 3. The office of the .said company is in Paris, temporarily 
No. 7 Rue Saint Florentin, at the domicile of Mr. Ferdinand de 
Lesseps, and hereafter in such localitj' as the board of directors may 
select. 

Article 4, The comimny commence? to date from the day of its 
final creation. Its duration shall be equal to that of the concession; 
that is to say, ninety-nine (99) years, to be reckoned from the day 
when the canal will be opened in whole or in part to the public service, 
or when the grantee company will commence to receive tolls for transit 
and navigation. 

Title SECOSD.—C'ontfihition, aocial capital, share, and payments. 

Article 5. In virtue of the conditions agreed upon between him 
and the Intemational Civil Company of the Interoceanic Canal, grantee 
of said canal. Mi'. Ferdinand de Lqsseps brings to the company, with 
a guarantee of right in the matter: 

Fii-st. The concession to this civil company by the Government of 
the Untt&l States of Colombia of the exclusive privilege for the excava- 
tion through its territory and for the exploitation of a maritime canal 
between the Atlantic ana Pacific oceans, with all its advantages, as also 
with all its charges stipulated by the law of Congress of the United 
States of Colombia dated 18th of May, 1878. (Law 28 of 1878.^ 

Second. All surveys, work, and documents appertaining to tiie said 

frantee company relative to the line and the project submitted to the 
nternational Congress of Study of the Interoceanic Canal. 

Third. The l:)enefit of all theagreements which the said grantee com- 
panv has obtained from the council of administration of the Panama 
Kailroad Company. 

The company will be the owner of this contribution from the date 
of its final creation. It will bo substituted, starting from this date, to 
all the rights and obligations i-esulting from the law of concession of 
United States of Coloml>ia. 

Akticle 6. In view of this contribution, in order to conform to the 
obligation which Mr. Ferdinand de Lesseps has had to assume to assure 
to the company hereby created the said contribution, there is allotted 
to the civu company the boneticiary of the law of concession of May 
18th, 1878. 

First. One million (1,000,000) of francs, cash, to be paid within 
fifteen (15) days from date of the final creation of the said company. 

Second, Four millions (-i,00O,O0O) of francs, cash, payable without 
interest in the month which will follow the date fixed by the council of 
administration of the present company for the payment of the sum 
which will complete the liberation of one-half of the shares subscribed, 
which will be hereafter mentioned. 

Third. And five millions (5,000,000) of francs, the value of ten 
thousand (10,000) shares, five hundred (500) francs each, of the said 
company, entirely liberated. 

These ten thousand (10,000) shares entirely liberated will be the 
property of the grantee civil company, starting from the final creation 
of the present company, but they shall not be delivered and shall be of 
no profit to them, except under the reservations following. 
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Up to their delivery, which will be regulated and determined, they 
will DC registered in the names of those having rights to the civil com- 
pany, and will remain attached to the stub with the effect of a pledge 
for the exclusive guarantee of the authenticity of the law of conces- 
sion and of the claims tliat a third ^rty might bring againiiit the civil 
company for services rendered. The civil company may exact the 
remittance of said whares to the rightful claimant, either when the sub- 
scribed shares will be liberated entirely or when the company hereby 
created shall have called either upon its shares or by means of a loan 
for the payment of a total capital of live hundred millions (500,000,001)) 
of francs. 

These ten thousand (10,00<t) shares, though they maj' be entirely 
liberated, or if they remain attached to the stub, or that they may be 
detached in the above aforeseen case iK'fore the entire liberation of the 
sliares subscribed, will not have any right to interest or dividend, 
except on the same conditions of other suliscribed shares, so that dur- 
ing tae period of the construction of the canal thej' will have no right 
to an interest of 5 per cent only upon the amount of capital called for 
on the subscribed snares and as fast as installments are called. 

While these ten thousand (10,000) shares remain attached to the stub 
the interest or dividends which may be due will be paid to the holders 
upon special certificates which will be delivered to them in conformity 
to the model which may 1)6 determined by the council of administration 
of the company hereby created. 

The deliver)' of the securities and money by the company will take 
place for the beneiit of the civil company in the tenns agreed between 
Mr, Ferdinand de Lesseps and the said civil company, 

Abticle 7. On the other hand to organize the present company and 
to prejMire its creation in 1879, as well as in 1880, Mr. Ferdinand de 
Lesseps has had to make an appeal for capital and the help of persons 
devoted to the creation of this enterprise. 

The accounts of expenses made or pledged for, previously to the final 
creation of the company, will be presented at the first general meeting 
of shareholders and submitted for the approbation of uie second meet- 
ing, and after approbation the amounts of these expenses will become 
a company debt. 

Besides, the pi-esent by-laws will stipulate hereafter, under article 
60, with such reserve as therein expressed for the benefit of sundry 
persons whose capital and help have served to the creation of the 
present company, 15% upon the net profits of the enterprise. 

The apportionment of this 15% shall be made under the care of 
Mr. Ferdinand de Lesseps in the terms agreed between him and his 
auxiliaries. 

Article 8. The company's capital, made up of contributions in 
nature and in cash capital, is fixed to three milliards of francs, and 
divided in six hundred thousand shares of 500 francs each. 

Ten tliousand shares being allotted to the grantees for representa- 
tion of their contribution, there shall be issued five hundred and ninety 
thousand shares cash. 

Article SJ. The amount of each share is payable in cash at the rate 
of exchange in Pam, in the company's office or to the representatives 
of the company which will be designated for subscription by the 
appearing founder and in the future by the council of administi'ation. 

Twenty-five francs shall be paid immediately upon each share at the 
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time of subscription and one hundred francs more shall be paid aft^r 
its close. 

The three hundred and seventy-five francs in addition shall remain 
in reserve, and will only He called subsequently to the time and in the 
proportion which will be fixed by thecouncil of administration. 

No payments shall be made previous to a call for funds. 

They will be made in conformity to calls of the council by means of 
advertisement, three months in advance in one of the Pans newspa- 
pers authorized to receive legal advertisements, and in foreign news- 
papers which may be selected by the council of administration. 

Article 10. 'flie first payment will be acknowledged by a nomi- 
native receipt which during the six months commencing from the 
creation of the company will be exchanged against a certificate also 
nominative. 

All following payments to be made except the last will be men- 
tioned upon this temporary certificate. 

The last payment shall be made against the delivery of a final share, 
nominative or to bearer, at the option of the holder. 

However, shares half paid may be converted into shares to bearer 
b)' resolution of a general meeting. 

Article 11. The council of administration will determine the form 
and st3']e of the share certificates. 

Temporary certificates will be detached from the stub of a rt^ster; 
they will be in numerical oi-der and will be stamped with the dry seal 
of the company, thev will be signed by two administrators or by an 
administrator and a delegate from the council of administration. 

Article 12. All suljscriptions on which the second payment com- 
pleting the first quarter shall not have been made at the time set upon 
for its call shall be considered null and void without legal notice and 
with full right. 

The first payment becomes the property of the company as damages. 

Article 13. In default of payment of the other installments at the 
time determined, interest will fie due for each day of delay at the rate 
5 per lOD per year. 

The company besides will have the rigltt to have such shares sold 
upon which payments are in anear. 

To this effect the numbers of such shares will be published as in 
default in one of the newspapers of Paris designated to receive legal 
notices. 

T^vo months after such publication the company, without anv demand 
in due form of law and without any subsequent formality, shall have 
the right to proceed with the sale of the said shares for the account 
of and at the risk and peril of the defaulter. 

Such sale will Iw made upon duplicates one or several times at the 
Paris Bourse or at London thi-ougn the agency of a stock broker. 

The previous certificates of shares thus sold shall become null by 
full right by the fact of the sale; there shall be delivered to the 

Eurchasers new certificates which will bear the same numbers and will 
e the only ones valid. 

In consequence all shares not bearing the regular mention of install- 
ments to be paid cease to be negotiable. 

The stipulations prescribed in the present and the preceding article 
do not prevent the simultaneous use by the company of oi-dinary means 
of right, if deemed useful, against the delinquent shareholdei-s. 

i:.r:-.':-d:-,l^nOOt^lC 



182 PANAMA CANAL TITLE, 

Article 14. The money received from tho sales made in viitue of 
the preceding article, deducting; expenses and interest, is imputed in 
the terms of right upon what is due ay the expropriated stockholder or 
by his transferees who remain responsible for the ditfetence, if there 
is any deficit, and who are lienetited bj' the excess if excess there be. 

Article 15. The council of administration may authorize the deposit 
and the preservation of the shares to bearer in the company's hands. 
In such a case it will determine the form of nominative certificates of 
deposit, the conditions of their delivery, and the guarantees with which 
the execution of such measure should he surrounded in the interest of 
the company and the shareholders. 

Article 16. The transfer of shares to bearer is made b}' a simple 
exchange of the certificates. 

For receipts and nominative shares the exchange will be made by a 
deelaiation of tmnsfer signed by the transferrer and the transferee, or 
their substitutes, upon registers to be kept in the office of the com- 
pany or of those of its representatives designated for that purpose by 
the council of administration wherever needed. 

The company may require that the signature of the parties should 
be duly certified. 

Article 17. Each share carries a right to d proportional part in the 
property of the company's assets. 

Article 18. Every share is indivisible; the company will recognize 
but one owner for each shai-e. 

Article 19. The rights and obligations -attached to a share follow 
the certificate held in any hand. 

The possession of a share carries with it full right of adhesion to the 
by-laws of the company and to the resolutions of the general meeting 
of the stockholders. 

Article 30. The heirs or creditors of a stockholder under any pre- 
text whatever can not cause the affixing of seals upon the real estate, 
the values, or revenue of the company, nor ask for their division or 
their public sale, nor to interfere m any manner in its management. 
They shall for the exercise of their rignts rely upon tho company's 
inventories and the annual account approved by the general meeting 
of the stockholders. 

Article 21. The stockholders shall be i-esponsible only to the amount 
of the capital of their shares beyond which any call for funds 19 
prohibited. 

Title Third. — Council of adininistratii/n. 

Article 23. The company will be managed by a council of eighteen 
members at least and twenty-four members at most, taken from among 
the shareholders. 

A committee selected from its midst will he specially charged with 
the management of the business of the company. 

Article 23. Owing to their functions the administrators shall not 
contract any personal or joint obligations; they are only liable for 
the execution of their duties. 

Article 21. The administrators shall be appointed by the geneml 
meeting of stockholders. 

However, the first council of administration shall be composed of 
twenty-four pereons, of whom the names are following and who shall 
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accept such functions of adminiistrator before the final completion of 
the company, viz: 

Ferdinand de Leswejjs, presiding manager of the Suez Cantil Com- 
pany; Allavene, Charles Francois Hubert, retired g'eneral; DeCicourt, 
Anne Marie Joseph Albert; Charles Cousin, principal inspector repre- 
sentative of the Northern Railways; Daubree, Jean Basptiste Emman- 
uel, administrator in the Suez Canal Company; Marius Fontana, genei"al 
seci-etary of Suez Canal Company; Delagarde, Harel, Jules Herbett«, 
Max Hellman, of the firm of Seligman Freres et (5ie.; Baron Jules de 
Lesseps, administrator of the Suez Canal Company; Charles Aime de 
Lessees, adminiati-ator of the Suez Canal Company ; Victor dc Lesseps, 
administmtor of the Suez Canal (company; De Mondesir, Paul Antome 
Theodore, administrator of the Suez Canal Company; Monet-Bey, 
Theodore Antoine, administrator of the Suez Canal Company; Mou- 
■ rette, Edme Constant Charles Vincent, administrator of the Suez Canal 
Company; Theoilore Motet, Adolpb Peehoux, administrator of the 
Suez Canal Company; Baron Poisson, administrator of the Company 
of Deposits and Accounts Current: Ernest Prevost, Piat, William 
Seligman, of the firm of Seligman Frerea et Cie. ; General Etienne 
Turr, Dauprat, Louis Jules Eugene, administrator of the Suez Canal 
Company, 

This iirst council is appointed for three years; the appointment will 
not be submitted to the general meeting for organizing the eompMiny. 
At the end of the three first years it will be in whole submitted to a 
reelection. 

Article 25. Commencing from this time the administrators shall be 
appointed by the general meeting of the shareholders for six years at 
the utmost. 

Consequently so long as the council will be composed of eighteen or 
twenty-four meiubeis it shall be renewed every year by one-sixth 
until the entire renewal of the council has decided the order of lota- 
tion. The outgoing members will be selected annually by drawing 
lots. 

The outgoing administrators may be reelected. 

If the number of administrators selected by the general meeting 
should become less than twenty-four and above eighteen, the general 
meeting which would thus decide the number of administrators shall 
have to determine the manner of their renewal and the duration of 
their functions. 

Article ^6. In case of vacancy arising from resignation or death 
temporary provision shall be ma^e for the vacancy to be filled by the 
council of administration up to the time of the next general meeting 
of the stockholders. 

The administrators thus selected shall only remain in power during 
the time remaining of the period of their predecessors. 

The first councilappointed as above under article 24 during the time 
of its function shall nave the faculty to complete or to renew itself, if 
need be, up to the number of twenty-four menibera, subject to <;on- 
finnation by the next general meeting. 

It is well understood that the latter members shall only remain in 
power up to the expiration of the third financial yeai. 

Article 27. Eacn administi-ator must be the owner of one hundred 
shares, nominatives, unalienable, stampi'd with a seal showing their 
nnalienability, and thcvjshall remain in the hands of the comimny dur- 
ing the whole time of his functions. 
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These shares are pledged as a guarantee for all acta during the man- 
agement, even of such as would be exclusively personal to one of the 
administrators. 

Article 2S. A share of three per cent in the net annual profits shall 
be allowed to the admiuisti'ators on account to their trouble and care 
under the reservations mentioned in article 60 hereafter. 

During the time of the work and, if need be. during the first years 
following the opening of the mantime canal to large navigation, there 
shall be allowed to the administrators in place of the 3 per cent stipu- 
lated hereabove, an annual allowance which shall be included in the 
expenses of management, the amount of which shall be fixed by 
the second general meeting of the stockholders who organized the 
company. 

The council of administration shall decide the special allowance 
which is to be made to the members of the committee out of this sum 
or from the three per cent of profits. 

Article 29. The council of administration will elect each year from 
among its members one president and three vice-presidents. 

The president and vice-presidents can alwaj's be reelected. 

In case of absence of the president and the vice-presidents, the 
council will designate at each meeting which of its member« shall fill 
the position, 

Abticle 30, The council of administration will meet at least once a 
month. It shall also meet upon the call of the president as often fm the 
interest of the company may require. 

The decisions shall be adopted by a majority of the members present. 

In case of a tie the vote of the president will be the casting vote. 

At least seven administrators snail be present to validate the reso- 
lutions of the council. 

When seven administrators only are present, the resolutions to be 
valid shall be carried by a majority of five votes. 

None can vote in the council by proxy. 

Article 31, The general secretary of the company shall be present 
at the meeting of the council of administration, with the pvivilege of 
consultation. 

Ahticle 32. The decisions of the council of administration shall be 
recorded in minutes signed by the president and a member present at 
the meeting. 

The copies or extracts of the minutes to be valid at law or elsewhere 
should be certified by two administrators. 

Article 33. The council of administration shall have the utmost 
powers to insure the construction of the canal, for the management of 
the company, and for the choice and exploitation of the domainal lands 
ceded by paragraphs Y and 8 of article 1, and by article 4 of the law 
of concession. 

They may ask for all new concessions, make agreements with third 
parties for the purchase of concerns or of concessions having relation 
to any of the purposes of the company. 

They will fix the rules of order of the general meetings; they shall 
examine the accounts submitted to the general meeting; they shall 
make a report to the general meeting upon the accounts and the state 
of the business of the company. 

They shall fix the dividends temporarily, and determine, if need be, 
the advances to be paid on Janiiary 1st upon the dividend of the period 
closed by the inventory of June 30th preceding. 



■,Goot^[c 



PANAMA CANAL TITLE. 185 

They shall decide upon the propositions of the committee concern- 
ing the following, viz; 

First. Call for cash from stockholders. 

Second. Temporary investment of funds on hand. 

Third. Surveys and schemes, plans and estimates for carrying out 
the work. 

Fourth. Contracts by the job. 

Fifth. Purchases, sales, and exchanges of personal property and real 
estate, purcha^ie of ships or machinery necessary for the execution 
of the work and the man^ement of the enterprise. 

Sixth. Annual budgets. 

Seventh. Fixing and modifying rights of all nature to be received 
in virtue of the concession, the conditions, and mode of collecting tolls. 

Eighth. Disposal of the reserve funds. 

Ninth. Disposal of the funds for pensions, help, and encouragement 
of the emploj'es. 

Tenth. Regulations for deposits of the shares and bonds of the com- 
pany. 

And generally shall do for the best interest of the company all that 
they may deem useful or necessary. 

Article 34. The council shall appoint from its members those who 
are to be a part of the committee. 

They may delegate to one or sevei'al administrators. \o officers, 
emploves of the company, or to others, part or all of their power by 
special authority for one or more transactions or determined purposes. 

Title Foxirth. — Committi-e. 

Article 35. The committee shall be composed of the president of 
the council of administration and six members at the most of the council 
of administration. 

The powers of members of the committee will last for the same 
period as those they possess as members of the council of administration. 

Article 36. The committee wilt meet as often as necessary for the 
good management of the business and at least once a week. 

In order to make its work valid there shall be at least three members 
present. 

All resolutions shall be adopted by a majority of the niembei-s 
present. 

In case. of a tie, the vote of the president of the council, if present, 
shall be the casting vote. 

Article 37. Mmutes of the meeting of the committee shall be 
kept. These minutes shall be signed by two members present at the 
meeting. 

The extracts from such minutes to be valid in courts or elsewhere 
shall be certified to by two members of the committee. 

Article 38. The committee shall have full power for the manage- 
ment of the business of the company. 

The}- shall provide for the execution of the obligations imposed by 
the law of concession and the by-laws, as also for the resolutions 
adopted by the general meeting and the decisions of the council of 
administration. 

They shall submit to the council of administration propositions 
relating to the purposes defined in article 33. 
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The3' shall represent the company and shall act in its name by one 
or more of its members in all cases where a special decision does not 
require the intervention of the general meeting of the stockholders or 
of the council of administi-ation. Thej" especially shall dismiss employes, 
determine their functions and attribntes, fix their compensation and 
glut 111 ties. 

They shall regulate the work of the offices, prescribe the regulations 
and order of business, and will order and regulate expenses. They 
shall sign alleorrespondence, all notes, endorsements, contrauts, drafts, 
transfer of "rentes," public securities, and values belonging to the 
coiupany. 

They shall decide upon all bargains, agreements, except conti-acts by 
the job for the whole of the woi-k; they will authorize awards; make 
all purchiwes of furniture; authorize all rentals and leases. 

They will attend to the collection of tolls, the reeoverv of all moneys 
due, will sign all receipts and discharges; they will decide all with- 
drawals of mortgages, seizure, injunctions, and other hindrances, with 
all abandonments of privilege, of mortgages or action for cancellation, 
the whole before or after payment. 

Thev may agree, compound, compromise, plead as prosecutor or 
defendant, but judiciary proceedings ai-e to be directed by or against 
the pi'esident of the council of administration. 

In consequence the legal notices shall be served and received by the 
president of the councifat the company's office. 

The decisions of the committee, tne acts and agreements approved 
by them, shall be signed bj' the president or by one of tlie members 
or the committee designated for that pui-pose. 

Article 39. The committee by authenticated power of attorney 
can delegate to one or more adniinisti-atois, to officers of the company, 
employees, or others the power to sign all acts and agreements men- 
tioned hereabove. 

Title Fifth. — C'nninissnires. 

Article 40. The general meeting of the stockholders shall appoint 
one or more commissaires, together or separately, invested with the 
functions which devolve upon theni by law. 

In case of absence of one of the commissaires the one or those who 
remain will proceed by themselves. 

Title Sixth. — General mecthiga of stiickltofdei's. 

Article 41. A general meeting regularly organized shall represent 
the universality of all the shareholders. 

Article 42, The general meeting shall be composed of all stock- 
holders, owners of at least twenty shares. 

It will be regularly oi^nized when the stockholders present will 
represent one-quarter of the capital. 

Article 43. If upon a fii-st call the stockholders do not fill the con- 
ditions specitied hereabove to validate the resolutions of the genei-al 
meeting, the meeting by right shall be adjourned and the adjournment 
shall not be less than a month. 

A second call shall be made in the manner prescribed by article 45 
hereafter. 
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The resolutions of the general meeting of tliis second call shall only 
l>earupon questions of the proceedings of the first meeting; such leso- 
lutions will lie valid whatever the proportion of capital represented by 
the stockholders may be. 

AfiTtcLE 44. The general meeting shall be held each year and day and 
at the place designated by the council of administration before June 31). 

There will he an exti'aordinary meeting besides as often as the council 
of administration shall deem it advisable. 

Akticle 45. Theordinary and exti-aordinary calls are made bj' means 
of a notice inseited at least one month in advance in one of the Paris 
newspapers designated for receiving legal notices, and also in all other 
foreign papers designated by the council of administration. 

Article 46, Stockholders in order to have the right to attend or to 
be represented at the geiieial meeting shall have to show proof at the 
office of the company at least hie days before the meeting that they 
have deposited their certificates at the company's office, or at the office 
of a representative of the company designated for that purpose by the 
council of administrntfon. 

Deposits made under such conditions shall give the right for nomi- 
native card of admission. 

Stockholders of nominative ceilificates or certificates of deposit have 
also the privilege to be represented at g<MieraI meetings by proxies 
having regular power, the form of which shall be determined by the 
councH of administration. 

The proxies shall deposit their power of attorney at the office of the 
company within a time to be fixed by the council of administration for 
each meeting. 

No one can act as proxy for a stockholder unless he is himself a 
member of the meeting. 

Article 47. The genei'al meeting shall be presided by the pi-esident 
or one of the vice-presidents of the council of adniinisti-ation, and in 
their absence, by an administrator selected by the council. 

The two lai^est stockholders present at the time of the opening of 
the meeting, and who will accept, shall be appointed as scrutator's. 

The president shall appoint the secretary. 

Article 48. The resolutions at general meetings shall be adopted bv 
a majority of votes of the members present or regularly represented. 

In ease of a tie the vote of the president shall be the casting vote. 

Article 49. Twenty shares give the right to one vote, but the same 
stockholder can not possess more than ten votes, either as shareholder 
or as proxy. 

Article 50. Secret ballots may be rtjquested by ten members. 
■ Article 51. The resolntfbns of the general meetings shall be 
recorded in minutes signed by the president, by the scrutators, and bj' 
the secn'tary. 

The copies or extracts of these minutes in order to be valid before 
courts of justice or elsewhere shall be certified bv two administrators. 

Article 52. In each general meeting a tally sheet of those present 
shall be kept. It shall contain the names ancf residences of the share- 
holders and the number of shares held by each. This sheet shall be 
certified by the officers of the meeting and shall remain at the office of 
the company. 

Article 53, The order of business of the meeting shall be decided 
by the council of administration. 
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No other question than that meationed in the order of busiQess shall 
be discussed. 

Article 54. The general meetingwill receivethereportof the coun- 
cil of administration upon the company's business. 

The report of the commissaires shall also be read upon the situation 
of the company and upon the condition and of the accounts presented 
by the council of administration. 

The accounts shall be discussed and if need be shall be approved. 

The diridends to declare shall be decided. 

Vacancies of administrators and commissaires shall be tilled. 

A vote shall be taken, if need be, for the increase of the company's . 
capital up to the amount of 300 millions, and for carrying it, if need be, 
to the amount of 600 millions. 

Such increase of capital shall not be made unless the first stockholders 
are given the right of preference. 

All loans by means of issues of bonds or by means of mortgages or 
by any other means shall be voted for. 

Accounts for first installation shall be settled 'after the execution of 
the work. Meetings shall decide upon propositions made by the council 
of administration. 

They shall consider and decide sovereignly upon all the interest of 
the company, and shall confer all supplementary useful powers needed 
upon the council of administration. 

Article S5. The resolutions of a general meeting adopted accord- 
ing to the by-laws bind ail stockholders, even such as are absent or 
disagreeing. 

Title Seventh. — Statement of finances — Inventory. 

Article 56. The financial year will commence July 1st and end 
June 30th. 

The first statement of receipts and expenditures will Include the 
time between the final organization of the company and the following 
June 30th. 

Article 57. The council of administration shall make every quarter 
a summary statement of the resources and liabilities of the company. 

This statement to be accessible to the commissaires. 

There shall be made up, moreover, at the end of each financial year 
an inventory showing tne value of assets and liabilitie.s and all the 
active and passive debts of the company. 

Such inventory to be reported to the geneial meeting. 

Title Eighth. — Aiimial accounts— Redimptio7i — Interest — Reserve ' 
fund — Div idends . 

Article 58. During the execution of the work there shall be paid 
to the stockholders annually interest at 5 per cent upon the amount 
paid by theni in conformity with article it here above. 

Payment for such interest shall be provided for by temporary 
investments of funds and other accessories and, if need be, by the 
company's capital. 

Article 59. The annual revenues of the company shall first be used 
for cancelling the part stipulated for its benefit to the United States 
of Colombia according to terms of the law of concession; the expenses 
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of exploitation and care taking; the expenses for office management 
and generally for all charges; the interest and redemption of loans 
which may nave been contracted; four-hundi'edths per cent of the 
capital applicable to the redemption fund as created bv article 6S 
hereafter; the allotment of one-twentieth upon the protfts, after the 
satisfaction of all the charges here above enumerated, for the creation 
of a reser\'e fund; the excess of the annual revenues, the net revenues 
or profits of the company to be divided. 

Article 60. The net revenues or pi'ofits of the company are to be 
divided in the following manner: 

To the shai-es up to amount of 5 per 100 of their capital by allot- 
ment, excepting, however, what will be stated hereafter concerning 
redeemed shares. 

The remainder after this allotment will be divided at the rate of: 

80 per 100 to shares. 

15 per 100 to founders or beneficiaries mentioned under article 7 
hereabove. 

8 per 100 to administrators. 

And 2 per 100 for the creation of a fund to provide for pensions, 
help, indemnity, or gratuities granted by the council of administration 
to employes. 

The redeemed shares shall only have a right to the part of the divi- 
dend exceeding 5 per 100 of the capital reimbursed on them; all that 
will represent mterest at 5 per 100 of the capital reimbursed shall be 
paid to the redemption fund, which will be mentioned in article 63 
hereafter. 

Article 61. The paj'ment of interest and dividend shall be made to 
the company's treasurer or to the representatives designated by the 
council of administration. 

The payment of interest is to be made in two periods — the 1st of 
January and the 1st of July of each year. 

The dividend shall be paid on the Ist of July which will follow the 
vote of the annual genei-al meeting. 

However, the administrators when they may judge it deemable may 
authorize a payment on account of the dividend on the 1st of January 
preceding. 

Article 62. The dividends and interest unclaimed at the expiration 
of five years after the time for payment shall be forfeited to the 
company. 

Article 63. The redemption of the shares shall be accomplished in 
ninety-nine years, to begin from the starting point of the concession. 

Provision is made for this redemption as mentioned in articles 59 
and 60 hereabove by means of an annuity of four hundredths per cent 
of the company's capital and by the sums retained from the dividends 
of redeemed shares. 

The shares to be reimbursed shall be designated by means of draw- 
ing lots in public each yeai" at the office of the com[)anj' at the time 
and according to the regulations made by the council. 

Article 64. The numbers of shares drawn to be reimbursed shall 
be post^'d at the office of the company. 

Article 65. The rehnbursement of the shares drawn to l>e redeemed 
shall be made at the place selected for the payment of interest and 
dividends. 

The holders of redeemed shares shall possess all the same rights as 



■,enOO^IC 



190 PANAMA CANAL TITLE. 

the holdertj of shares unredeemed, with the exception of the portion of 
the dividend representing interest at 5 per lOU of the capital which 
has \tecn reimbursed to them. 

Article 6(1. The part allotted to the foundt-rs or hencflciaries, desig- 
nated in article 7 hereabove, from the annual profits of the company 
shall be represented by special certificates, the nature and style of 
which shall \ie determined by the council of administration. 

In all cases the provisions of articles ItS and ly hereabove concerning 
shan's are equally applicable to the certificates of founders or benefi- 
ciaries. 

Article 67. The resen'e fund shall consist of accumulations of 
money withdrawn from the annual profits in conformity to article 59 
hereabove, and is set aside to meet extraordinary and unforeseen 
expenses. 

When this reserve fund shall attain one-tenth of the capital the allot- 
ment intended for its creation shall cease to be applied and shall be 
added to the dividends to be divided. 

In case of insufficiency of the results in one year to allow 5 per 100 
per share the difference may be dmwn from the reserve fund. 

Title Sihtk.— Changes in hij-Jairs — Liquidation. 

Article 68. If experience should show the usefulness of making 
modifications or additions to the present by- laws the general meeting 
shall proceed to make them in the manner determined by articles 69 
and 70 hereafter. 

The meeting can especially decide upon — 

The reduction of the company's capital or its increase beyond 600 
millions. 

The extension or the dissolution of the company. 

Consolidation with other companies. 

All modifications bearing upon the company's object can be made 
without, however, altering it in its essence. 

Article 69. The general meetings called to deliberate upon the sun- 
dry purposes named in the preceding article shall not be regularly 
organized and their resolutions shall only be valid when they are com- 
posed of a number of stockholders repi-esenting at least one-half of the 
capital. But then the council of administration shall have the light, 
in its calls, to decrease as nmch as it may deem useful the number of 
shares held, which shall Ik* sufficient for taking part in the general 
meetings; and in such a case the holder of a minimum number of shares 
sufficient to be admitted to the meeting shall have the right to one 
vote, the holder of ten shares shall have a right to two vot*'-s, and the 
number of votes will inci-ease at the rate of one vote for each ten shares, 
whilst the total number of votes for each holder can not be above ten. 

Article 70, It is herebv explained that it is to conform to the 
French law now in foi-ce t&at tlie present by-laws require the repre- 
sentation of one-half the company's capital in the general meetings 
i-eiating to purposes specified in article 68 herealiove and the represen- 
tation one one-quarter of the capital in the othei' general meetings. 

But it is iK)sitively undei'stoo<l that the company would enjoy all 
benefits derived from all new laws which should decrease the amount 
of capital necessary to be represented in the general meetings and that 
all new legislative provisions touching upon this question will become 
applicable to the company created by these present upon a confonn 
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reaolution of a general meeting called accoiding to the regulations 
prescribed by articles i2 and 43 hereabove. 

Article 71. In case of dissolution of the company upon a pi-oposi- 
tion of the council of administration, the general meeting will deter- 
mine tbe mode to be adopted either for dissolution or for tne organiza- 
tion of a new company. One or more liquidators shall be appointed, 
and the most extensive power may be granted to them. 

Article 72, During tbe liquidation tiie power of the general meet- 
ing will continue as during the existence of the company. 

They have especially tlie right to approve the aeeounts of the liqui- 
dator and give receipt therefor. 

The appointment of liquidators will terminate the powers of the 
admin istratoi-s and of all pi-oxics. 

Title Tenth. — Competency nf jurkdi-ctlon — Cimtrnversief. 

Article 73. In conformity with article 30 of the law of concession, 
the differences which maj' arise between the Government of the United 
States of Colombia and the company shall be submitted to the federal 
supreme court. 

But for all other controversies the company has its domicile in Paris. 

Article 74. Controversies bearing upon the general and collective 
interest of the company can not be brought either against the council 
of administration or against one of its members, except in the names 
of stockholders, representing at least one-twentieth of the capital of 
the company. The social initiative can not belong to a stockholder or 
to a gi'oup of stockholders representing less than one-twentieth of the 
capital. 

And no action at law brought by one or more stockholders against the 
company, its council of admmisti-ation, or one of its members can be 
referi-ed to any tribunal until after it has been examined by the geneml 
meeting of the stockholders, the opinion of which will be submitted 
to the magistrates at the same time as the request itself. 

Article 75. In cases of controversies all stockholders shall select a 
domicile in Paris and all notices and summonii will be validly served 
to the domicile by him so selected without regard to his real domicile. 

Fiiiling to select a domicile such an election shall take place with full 
right for judicial or extiu judicial notices to the office of the procurator 
of the Kepublic at the civil tiibunal of first instance of the Seine. 

Domicile being selected formally or implicitly, as has been mentioned, 
will carry with it the competency of jurisdiction of the tribunals of 
the Department of the Seine. 

Article 76. In all controversies which may arise between the com- 
pany and third parties all judicial or exti-a judicial actions must of 
necessity be served legallj- upon the company by a single copj' In the 
person of the president of the council of administration and at the 
office of the company. 

Title Eleventh. — TransHor;/ pror/'xionn. 

Article 77. The subscription of the company's entire capital and 
the payment of at least one-quarter of the- capital in specie shall be 
announced by a declaration of Mr. Ferdinand de Lesseps, made by a 
notarial act. 

To this declaration is to be annexed the list of .subscribers and the 
statement of the instalments paid. 
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Article 78. Such a declaration with its vouchers shall be submitted 
at the first regular meeting, when its correctness shall be certified to. 

At the same meeting the value of the acquisitions stated above shall 
be verified and also the cause of the stipulated advantages. 

Article 79. A second meeting shall take place to approve, if need 
be, the acquisitions and advantages alhided to. 

This same meeting for the first period of receipts and expenditures 
shall appoint commissaires as created by article 40. 

The minutes of the meeting will state the acceptance of the adminis- 
trators and commissaires if the}- are present at tne meeting. 

The compan}' shall be organized from the time of their acceptance. 

Article 80. The general meetings held for the creation of tne com- 
pany shall be composed of all the subscribers voting viva voce, except 
that the bearers of several ishares are to have a vote for each ten shares, 
but not to have more than ten votes. 

The organizing meeting shall be composed of a number of stock- 
holders representing at least one-half of the capital. The company's 
capital, one-half of which must be repi-esented for a verification of the 
acquisitions, shall be composed only of the acquisitions not submitted 
to verification. 

If the general meeting is not composed of a number of stockholders 
representing one-half of the company's capital, none but temporary 
resolutions can be adopted. In such a case a new general meeting 
shall be called. Two notices, published at an interval of eight days, at 
least one month in advance, in one of the Paris newspapers for legal 
notices, shall acciuaint the stockholders of the temporary resolutions 
adopted by the hrst meeting, and such resolutions shall become final 
if they are approved by the new meeting Composed of a number of 
stockholders representing one-fifth at least of the capital. 

Article 81. All the stipulations of Title VI relative to general meet- 
ings and conciliable with those contained under the present title are 
applicable to organizing general meetings. 

Article 8^. The sum of 300 millions proposed by the proponent 
under article 8 of the present scheme for a company to be the amount 
of the company's funds is thus fixed temporarily and as a basis for the 
subscription to be opened. 

Consequently if this amount is not subscribed in whole, the sub- 
scribers shall be notified for a preparatory meeting to determine if the 
purpose of the company can or can not be attained with the capital 
obtained by the subscription, and, in case of the affirmative, to fixin a defi- 
nite and irrevocable manner the amount of the capital of the company. 

To be valid such a decision should be adopted in accord with Mr. 
Ferdinand de I 



The subscribers present must then represent one-half of the capital 
subscribed and voting shall take place by the majority of subscribers 
present voting viva voce. 

The capital being thus fixed the formalities for organization enumer- 
ated in the preceding articles shall then be gone into. 

Title Twelfth. — PiMication. 

Article 83. During the month of the organization of the company 
the administi-ators wifi deposit at the oflice of the tribunal of com- 
merce of the Seine and of justice of the peace of the -first district of 
Paris; 
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First. A copy of the organization of the company. 

Second. A copy of the act stating the subscription of the capital and 
the myment of one-fourth. 

Third. A certified copy of the resolutions adopted at the general 
meeting in virtue of the articles 78 and 79 hereabove. 

Fourth. A certified copy of the nominative li.st of the subscribers, 
containing their names, surnames, their business, residences, and the 
number of shares to each. 

The same documents shall be posted up in a conspicuous manner in 
the offices of the company. 

Article 84. During the same time an extract of the acta and reso- 
lutions mentioned in the preceding article shall be inserted in one of 
the Paris journals for legal notices, in conformity with law. 

Article 85. All powers shall be granted to the bearer of the papers 
for the deposit and publication in question. 

Article 86. Finally Mr. Ferdinand de Lesseps calls attention that 
all the stipulations contained in the two last preceding titles relative 
to the organization and to the publications of the present company 
have only been dictated owing to the exigencies of the French law for 
stock companies now in force. 

He especially reserves the benefits of all new enactments that may 
be introduced bj' legislation in the law for the purpose of facilitating 
the organization of such large enterprises. 



LAW AUTHORIZING THE COMPAONIE DU CANAL INTEROClllANIQUE DE 
PANAMA TO ISSUE SECURITIES REPAYABLE WITH PRIZES. 

The Senate and Chamber of Deputies have adopted, and 

The President of the Republic promulgates a law of the following 
tenor: 

Article 1. The Compagnie UniverselSe du Canal Interoceanique de 
Panama is authorized to create, up to six hundred million francs 
(600 000,000 fr.), an issue of bonds, payable with prizes, by lot, upo 
the following conditions: 

First. The bonds issued shall bear annual interest, the rate of 
which can not be less than 8 per cent on their par value. 

Second. The total annual sum distributed in the form of prizes can 
not in any case exceed 1 per cent of the par value. 

Thii'd. The par value of the bonds issued can not be less than 
300 f r. ; subsequent division of the bonds issued is forbidden. 

Fourth. The payment of this loan in a period of 99 years, at farthest, 
shall be secured by a sufficient deposit, for this especial purpose, of 
French Government bonds, or of securities guaranteed by the French 
Government. The CompMfnie Universetle du Canal Interoceanique 
de Panama, to meet the obfigation imposed upon it, is authorized to 
increase, under tihe same conditions, the said loan of 600 millions by 
the sum necessary for the formation of this guaranty fund, this increase 
8751—02 13 
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of loan not to exceed twenty per cent (20 per cent) of the par of the 
issue. 

Art. 2. If the Compagnie Universelle du Canal Interoc^anique de 
Panama should hereafter convert all or anv part of its former obliga- 
tions, the provisions of article 1 shall be apjSicable to the new securities 
created by means of this conversion. 

Aht. S. All materia! necessary for the completion of the works 
shall be manufactured in France. 

The raw material must be of French origin. 

Art, 4. All prospectuses, posters, publications, and other documents 
intended for advertising must bear, in type of the same size as that 
used for announcing the loan, and below the amount of the loan, the 
notice: 

"Loan authorized in confonnity with the provisions of the law of 
May 21st, 1836, by the law of June 8th, 1888, but without any guaranty 
or responsibility of the State." 

The same notice shall be put at the top of the temporary or perma- 
nent certificates issued to subscribers. 

Any violation of the above provision will entail the withdrawal of 
authorization by simple order of the Minister of Finance. 

The present law, considered and adopted by the Senate and by the 
Chamber of Deputies shall be executed as a law of the State. 

Done at Paris, June 8th, 1888. 

Carnot. 

By the President of the Republic: 

Th^ Minixte}' of Finance, 

P. Peytral. 



EXHIBIT O. 



JUDGMENT OF DECEMBER 15. 1888 (CIVIL TRIBUNAL OF THE SEINE), 
APPOINTING PROVISIONAL ADMINISTRATORS OF THE OLD PANAMA 
CANAL COMPANY. 



The civil tribunal of the iirst instance, department of the Seine, sit- 
ting at the palace of justice at Paris, has rendered, at the session of 
the chamber of the council of said tribunal, the following judgment: 

Session of the loth of December, 1888. 

The tribunal, met in the chamber of the council: upon, iirst, the 
request presented by Denormandie, Baudelot, and Hue, signed Denor- 
mandie, solicitor, the tenor of which is as follows: 

To tA^ president and judgetf coiitpostnff the cliamher of council of the 

fh'iit instance of the Sein^. 

Gentlemen: MM. Denormandie, Baudelot, and Hue, acting in the 
character of provisional administrators of the compan3' of the Intcr- 
oceanic Canal of Panama, the character of which they nave been invested 
by order of the president of the tribunal, dated the 14th of December 
of the present month recorded, having domicile at the headquartere of 
the company, 46 Rue Comartin, at Paris, having for solicitor Me. Denor- 
mandie, have the honor to show to you the following: 

The 14th of December, present month, an order was made by the 
president of the tribunal in the following terms, upon the request pre- 
sented by the Interoceanic Canal Company: We, the president, having 
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seen the above request, appoint MM. Denormandie, Baudelot, and 
Hue provisional administrators of the company of the interoceanic 
canal, witli powers the most extensive to carry on and administer pro- 
visionally the company, and especiall}' to assure the continuation of 
the works, and to do these thinys they are authorized to contract all 
loans, constitute all pledges, make all payments, enter into all agree- 
ments, sign all jiapei's, institute all judicial proceedings, or defend tnem, 
and- generally to do alt acts necessary to the objects of their mission, 
with the obligation to proceed within tifteen days before the chamber 
of the council. We order the provisional execution of the present 
ordinance, even before its being recorded, in case of the existence of 
any urgency. Done at Paris, in the x>i>'la<^e of justice, the 14th of 
December, 1888. 

(Signed) Aubepin. 

There is great urgency for the provisional administrators to demand, 
in conformity with the ordinance above stated, the «!ontirn)ation of 
their powers by the president and judges composing the chamber of 
the council, asking of the tribunal, in confirming their powers, to 
authorize them to sign all documents, either collectively or individu- 
ally; to authorize them, besides, to delegate, so far as necessary, all 
agents and engineers and, generally, all persons, in order to give in 
the name of the provisional administrators all signatures or fulfill all 
or part of the mission that you have been pleased to confer upon the 
appearers. For these reasons, to pass upon the powers conferred 
ujjon the provisional adnunistrators by the ordinance of the 1-tth of 
December confirming them, and adding the power to sign all docu- 
ments whatsoever, either collectively or individually, and to authorize 
them to delegate for the accomplishment of their mission, and to sign 
in their name all documents necessary of persons as may be deemed 
advisable. And this will be right. 

(Signed) Dexormandie. 

Secondly. The ordinance of the president of the tribunal providing: 
Let this be communicated to the attorney of the Republic in oi-der 
that, after his conclusions are received, and upon the report which 
will be made by M. Bourgoin, judge, whom we commission, it may 
be determined as may be proper. 

Done at the palace of justice the 15tb of December. 1888. 

(Signed) Masson, 

Thirdly. The conclusions of the public ministry, which areas follows: 
The attorney of the Republic does not oppose. Submitted the 15th 
of December, '1888. 

(Signed) Fournieb. 

Fourthly. The divers documents produced. Having heard M. Bour- 
goin, judge, in his report, and after having deliberated conformably 
with the law judging m tirst resort: 

Considering that By ordinance dated yesterday, the 14th of Decem- 
ber, the president appointed provisional administrators for the Uni- 
versal Company of the Interoceanic Canal of Panama, Denormandie, 
Baudelot, and Hue, with the charge of proceeding within tifteen days 
before the chamber of the council; 

Considering that it is necessary to attend to the provisional admin- 
istration of the said company: 

That this measure is required in the interest of the company and of 
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third persons who have dealt with it, and that it is proper to loiifirm 
the appointment of the administrators made bv the ordinance aljo\e 
referred to, and the powerw which are given to them l»y that ordinance. 

Considering that it \s proper, besides, to authoi-ize them to sign, 
collectively and individually, all documents and to give all delegations 
to all persons either to sign in the name of the provisional administra- 
tors or to fultill the whole or part of their raiswion: 

For the.se reasons: Conti ms the powers conferred on Denormandie. 
Baudeiot, and Hue in their chai-acter of provisional admini.'^trators of 
the Universal Company of the Interoceanic Canal of Panama by the 
ordinantie aforesaicf and in the terms thereof, and by extension 'g\ye» 
all powers to the said administi-ators U) sign collectively or indi\-idually 
all documents, and give all delegations to all persons either to sign in 
the name of the provisional administrators or to fulfill the whole or 
part of their mission; 

Declares that in ease of the administrators aforesaid being prevented 
from acting, they shall be replaced by ordinance of the president of 
the tribunal, i-endered upon simple request. 

The present judgment is signed on the minutes by the president, by 
the reporting judge, and by the clerk, 

(Signed) Aubepin, Bourgoin and Flchjuet. 

Done and adjudged in the session of the chamber of the council of 
the said civil tribunal of first instance, department of the Seine, sitting 
at the palace of justice, Paris, Saturday, December 15, 1888. by M. 
Aubepin, president; M, Vanier, ^-ice-p resident; and M. Bourwoin, 
judge. In the presence of M, Sollantin, substitute judge, and M. tour- 
nier, substitute of the Republic, assisted by Floquet, clerk. 

Saturday, December 15, 1888. . 

The minute of the present judgment has been signed by the presi- 
dent, the reporting judge, and the cleib. 

On the margin of the minutes of the present judgment is found 
mention of its being recorded ns follows: 

"Recorded at Paris the 16tli of December, 1888: folio 31, case 3. 
Received the sum of 9 francs 38 c." 

Signed as a copy; 

Flckjuet. 

exhibit h. 

judgment of february i, 188s (oivil tribunal of the seine), 

DISHOLVISG THE OLD PANAMA CANAL COMPANY AND APKHNTING 
A LIQUIDATOR. 



c, rcnrjeretl FebriiB 



l«89. proi 



The Court: 

In consideration that the civil or commercial character of a com- 
pany is recognized, not by the particular form which it takes, but by 
the nature of the enterprise which constitutes its principal object; 
that it therefore matters little that the Compf^nie du Canal htU>r- 
oceanic|ue de Panama is a Societe anonyme, this circumstance not 
being enough to impress upon it a conmiercial character; 

Considermg that as to its object, ai^cordin^ to article 2 of its arti- 
cles, it comprises the construction of a maritime canal for deep-water 
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navigHtioti between the Atlantic Ocean and the Pacific Ocean, acioss 
the pait of the American I^^thiiiuH which belongs to the United States 
of Colombia, iw well as the operation of said canal and of the various 
enterprises which are connected therewith; that in reality the company 
is formed for the operation of the canal and in view of the profits whicli 
it may obtain, and that the construction itself is not the principal aim 
of the enterprise but only a necessary means for carrying it out; 

That the operation can not be assimilated to a transportation busi- 
ness, the company limiting itself to the opening of a new way for nav- 
igation upon payment of fixed tolls; 

Considering that therefore the company has for its principal object 
the development of real estate under conditions under which the State 
of Colombia uii^ht have developed it itself if it had not granted the 
concession to third parties; that it is therefore purely civil, and that 
on this account, its dui^ation Ix'ing moreover limited, any one of the 
associates may apply for its dissolution, in confomiity with article 
ItfTl of the civil code; 

Considering that the objection would be unavailing that the present 
application han been made in violation of article 7i of the by-laws, 
aecoi-ding to which no proceeding at law can be taken by one or more 
shareholders against the compaiiv. its council of administration, or one 
of the nieml)ersof the board, until it has been submitted to the exam- 
ination of the shareholders' meeting, whose opinion is to be submitted 
to the court at the same time with tne action; that on the one band this 

Eruvision, which implies a simple opinion to lie stated by the share- 
olders' meeting and not at all a preliminary consent to be given by it, 
is not of Mich a chanicter as to be binding upon the court when it is 
not set up by the defendant: that it could not moreover prevail against 
the right which every member acquires by article 1871 of the civil code, 
the protection of which concerns considerations of public policy; that, 
on the other band, it appears from the papers in the case that if the 
special shareholders' meeting of January ;i6 last could not be legally 
organized, in spite of the reiterated notices sent to the shareholders, 
there is no reason to hope that a new call would have a more efficacious 
result; that thus the plaintiffs would be deprived by the mere force of 
circumstances, and without possible nnourse. of a right which article 
1871 of the civil code intended to assure them; that finally the calling 
of a new meeting would involve, according t« the articles, such delays 
that the c^)rixiiiite inteiests which are now at stake might suffer irrep- 
arable injury; 

Considering that the further objection can not prevail that, in 
accordance with article 68 of the by-laws, the dissolution of the com- 
panv before its expiration must bo voted by a mf^eting of shareholders, 
held under special conditions fixed in article 6H; that none of the terms 
of these articles implies the idea that the right in question belongs 
exclusively to the shareholders' meeting and that the courts are deprived 
of it; that such a provision would be in contradiction with the principle 
laid down in article 1871 of the civil code, and would obviously nullify 
its objects; 

That, furthermore, what was said above relative to the shareholders' 
meeting of January 26 last and the impossibility of calling to anv useful 
purpose a new meeting within the jreriod fixed by the articles is i>erti- 
nent here again, and that from every point of view the application 
should be received; 
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Considering that, on the merits, article 1871 of the civil code con- 
fers upon the court the power of deciding finally whether the com- 
pany, under the circumstances contemplated, can still continue its 
normal course, or whether it» dissolution is rendered necessary by the 
very situation in which it is placed; that it is now established that the 
Compagnie du Canal de Panama has ceased to act in a regular way; 
that it has suspended payment upon its securities and that the contin- 
uation of work on the canal is insured only for a very limited time; 
that since December 14 last it has been necessary to confide its man- 
agement provisionally to appointees of the court, who have taken the 
necessary measures to protect temporarily the important interests con- 
nected with its existence; that these wholly provisional measures are 
now insufficient, or will shortly become so, and that it is important to 
take action to ward off dangers, the consequences of which would be 
irreparable; 

Considering, therefore, that there is occasion for pronouncing the 
dissolution of the company and providing for its winding up; that 
there is occasion also for oi'dering a ]>rovisional execution of the pres- 
ent judgment, notwithstanding appeal, and without security, applying 
article 135 of the code of civil procedure; 

For these reasons, 

Pronounces the dissolution of the Compagnie Universelle du Canal 
Interoceanique de Panama and orders that it be wound up; 

Appoints Mr. Joseph Brunet. liquidator of said company with the 
broadest powers, especially to grant or contribute to any new com- 
pany all or a part of the coi-poi-ate assets, to enter into or ratify with 
the (contractors for the Panama Canal all agreements having for their 
purpose the insurance of the continuance of the works and to this end 
to contract all loans and form all sinking funds: 

Declares that in case the liquidator appointed can not act provision 
will be made for replacing him in the ordinary way; 

Authorizes him henceforth to apply in the same way for all special 
powers which mav be necessary for the performance of his duties, 
and, if he thinks fit, for the addition of one or more liquidators; 

Orders provisional execution of the present judgment, notwithstand- 
ing appearand without security; 

Condemns the defendant company to the expenses. 



EXHIBIT I. 

BY-LAWS OY THP; NEW PANAMA CANAL COMPANY. 
New Panama Canai, Company. Charter. 



Title I.- Fokmation and Object of the Company; Name; Prin- 
cipal Office; Duration. 

Article 1. There is formed between the present founder and the 
subscribers to the shares hereinafter created a commercial joint-stock 
company under the name of the Compagnie Nouvelle du Canal de 
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Panama, in conformity with the acts of July 24, 1867. and August 1, 
1893. 

Art. 2. This company has for its objects (1) the completion of the 
maritime ship canal between the Atlantic and Pacific oceans; (2) the 
exploitation of the said canal and of the various enterprises connected 
therewith; (3) the construction and exploitation of all lines of railway 
within the vicinity of the canal and tne management of all interests 
which the company may possess and acquire in lines already con- 
structed; (4) the exploitation of lands granted and of mines therein 
contained. 

All under the clauses and conditions of the concession as fixed by 
the act ai the Congress of the United States of Colombia, dated May 
18, 1878 {law 28 of 1878), and of the extensions of the concession dated 
December 36, 1890 (law 107 of 18it0), and April 4, 1893. 

Art. 3. The principal office of the company is at Paris, provisionally 
fixed at No. 63 5w<. Kue de la Victoire, and nereafter at such place as 
the council of administration shall designate. 

Art. 4. The company shall begin from the date of its formal organi- 
zation. Its duration shall be the same as that of its conces.sion— that 
is to say, ninetj'-nine years from the date when the canal shall be open 
in whole or in part for public service or when the company shall begin 
the collection of dues for transit and navigation. 

TiTi,E II. — Contributions; Capital; Shares; Payments. 

Akt. 5. A party to these presents is M. Jean Pierre Gautron. judi- 
cial administrator of the civil tribunal of the Seine, residing at No. 13 
Kue Tronchet, Paris, 

"Acting as and in the capacity of sole liquidator of the Compagnie 
Universelle du Canal Interoceanique de Panama, by virtue of the 
powers conferred bv judgment of the civil tribunal of the Seine, dated 
February 4, 1889," ' 

M. GautTOQ. appointed to said office of liquidator by a judgment of 
the Chambre du Conseil of the civil tribunal of the Seine, dated July 
21, 1893, in his said capacity contributes to the company: 

First. All rights accruing to the company in liquidation from the 
laws of the Governments of the United l^tates of Colombia, dated 
May 18. 1878, and December 36, 1890. as well as from any decrees, 
acts, or things whatever which have occurred in the execution of 
these laws, with all the advantages provided by these laws, together 
with all lands and real estate gi-anted to the company in liquidation, or 
acquired b^- it. 

All subject to the fulfillment of the conditions of the laws and 
extensions of the concessions, and to the payment of all sums remain- 
ing due from the liquidator to the Colombian Government; 

Second. The works executed and under execution, work.shops, 
buildings, hospitals, plant, erected and not erected, materials and sup- 
plies, etc., belonging to the Compagnie Universelle du Canal Inter- 
oceanique in liquidation, as well as all deposits as security made hj' 
said company in liquidation; 

Third. The plants, estimates, studies, documents of every nature, 
collected by the Compagnie Universelle du Canal interoceanique, 
i-elating in any manner to the study, execution, or exploitation of the 
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canal or its . dependencies, as well as the benefit of all agreements 
with all third persons; 

Fourth- The rights of every nature, part interests, and generally 
anv others whatsoever, which may belong to the Uompagnie Univer- 
sefle du Canal Interoci^anique in liquidation, in the railroad from Pan- 
ama to Colon, operated by an American company called the Panama 
Kailroad Company, whose principal office is at New York, a« said 
rights are enjoyed and exist; M. dautroo, as liquidator, binding him- 
self to transfer the »anie to the present company in the form i-equired 
by the laws of the United States of America; 

In such manner moreover as the said rights and properties are 
enjoyed and exist and in the condition in which they are. 

The present company shall be the owner of the property and rights 
granted and contributed from the date of Its foi'mal organization, 
except as hereinafter provided with respect to the Panama Railroad. 

This grant and contnbution are made by M. Gautron with the res- 
ervations and subject to the conditions hereinafter expressed, to wit: 

First. There shall be appropriated to theliquidator 60per eentof the 
net profits of the enterprise, as these profits shall be determined under 
articles 51 and 52 hereof. 

Second. There shall be appropriated 50,000 shares, full paid, on 
account of those now issued to tlie Government of the United States 
of Colombia, in accordance with the extension law of December 36, 
1890. 

Third. The rights of every nature in the Panama Railroad, belong- 
ing to the estate in liquidation and contributed by M. Gautron under 
section 4 of this article shall become the property of the present cont- 
pany from and after the stockholders' meeting provided for by article 
75 hei-eof, without any pecuniary compensation, but upon the express 
condition that the canal be constructed within the time fixed by the 
agreement of concession. Upon default in completion within such 
time, said rights shall revert to the estate in liq^uidation. 

If, contrary to all expectation, the meeting in question should not 
take the necessary action for the completion of the canal, or if the 
coui-se of action adopted by the meeting can not be carried out. the 
said rights in the railroad shall remain the property of the present 
company, but it shall pay into the estate in liquidation the sum of 
20,000,000 fi-ancs by way of indemnity, and the share of profits set 
apart or the estate in liquidation shall be half the profits of the present 
companv, without other deductions than those provided in sections 2 
and 3 oi article 51 hereof. 

Accoixlingly said rights shall remain inalienable in the hands of the 
new company until either the payment of said sum of 20,000,O(K) or 
the entire completion of the canal. 

Fourth. Until the entire completion of the canal, M. Gautron, in his, 
official capacity, shall have the I'ight to appoint a commission of control 
composed of three members taken, as far as possible, from among the 
engineers of the department of bridges and roads and the inspectors 
of finances, to inspect the progress of the works, the condition and 
maintenance of the plant and buildings, as well as the accounts relating 
to these different objects. 

The expense of this commission shall be borne by the new company. 

Akt. 6. The capital of the company is fixed at 65,IXIO,0(Nf francs, 
divided into 650,000 shares of 100 francs each. 
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Of these 650,000 shares, 50.(H.10 full paid are set apart for the Gov- 
ernment of the United States of Colooibia, in aciordanoe with the 
extension law of December 27, 1890, as provided in the preceding 
article. 

As for the balance of the 600,0(XI shares, they are to be issued for 
cash subscriptions. 

Capital may be increased once or several times by. vote of the regu- 
lar stockholders' meeting, and upon the proposition of the councifof 
administration, by the issue of new shares. 

Art. 7. The 50,000 shares set apart for the Government of the 
United States of Colombia, though full paid, shall be entitled to intei- 
est or dividends only on the same temis as tlie shares issued on 
subscription. 

These 50,000 shares shall remain attached to their respective stubs 
and shall be negotiable under the conditions provided by article 2 of 
the French law of August 1, 1893, and by the concession laws. 

Art. 8. A preference is leserved to the stockholders and bond- 
holders of the Corap^nie Universelle du Canal Interaceanique in 
liquidation, in subsciibing for stock of the present company, to the 
extent of one-half the present Capital and the total amount of all 
future issues, 

Akt. !). The amount of each share is payable in cash into the com- 
pany's treasury or to the representatives who shall be appointed for 
subscriptions by the new company. 

It shall be payable as follows: 2o fi^ancs immediatelj' on subscription; 
25 francs on October 15, 1894; and the balance as calls shall be made 
by the council of aduiinistration. 

Payment'4 shall become due, in accordance with calls made bv the 
council, upon notice published one month in advance in one of the Paris 
newspapers designated for the publication of legal notices. 

Anv shareholffcr may, however, pay up his shares in advance and at 
any time. 

Art, KI, The first payment is repiesented by a receipt in the name 
of the subscriber, which, within two months from the organization of 
the compans', shall be exchanged for a provisional certihcate, also in 
bis name. 

All furthei' payments, except the last, shall be indorsed upon this 
provisional certificate. 

Upon the last payment being made a permanent certificate shall be 
issued to the shareholder, which shall be either to bearer or in his name, 
at his option. 

Art. 11. The council of administration shall fix the form and style 
of the certificates of stock. 

Provisional and temporary cei-tificates sliall be taken from a book 
with stubs; they shall Be numbered in order and stamped with the seal 
of the company; they shall be signed by two administrators, or by one 
admin isti'ator and a i)erson appointed by the council of administration, 

Art, 12, All payments in arrear upon (alls shall bear interestatthe 
rate of •! per cent per annum from the day when they shall be payable, 
for the benefit of tae company. 

In default of payment within the month wherein the same shall 
betiome payable the council of administration may, at its option, bring 
action at law, or sell the certificates on which payment shall not have 
been made. 
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Such 3ale iiiaj" take place fifteen dayy after notice publishet! in the 
"Journal Officiel" or one of the other papers in the department of the 
Seine designate*! for the publication of legal notices. It shall take 
place at the risk of the pei-son in default through an agent de change 
of the Paris Bourse or through a notary, at the option of the council 
of adniinisti-ation. 

The certificatet! for the shares sold will become void and will be 
replaced by new certificates in the name of the purchasers, of the 
same numbers. 

The price of the sale will be deducted fram the sums due the com- 
pany from the subscriber for the share, and his assigns, who will all 
remain jointly and severally liable for the difference, and entitled to 
any surplus. 

Art. 13. Shares shall stand in "the names of subscribers until fully 
paid, in accordance with the law of August 1, 1893. 

Moreover, no share can be sold, and the council of administration 
can not authorize its transfer, until it shall have been fully paid. 

This prohibition, however, will not apply to shares belonging to 
future issues. 

Every owner of shares to bearer shall always have the right to 
require the conversion of shares to bearer into shares registerea in his 
name. 

Art. 14. The shares confer a right to a proportional part in the 
coTOorate assets, in profits to Ire distributed as interest or dividends 
ana in reserve funds. 

Interest and dividends are paid to bearer either upon presentation 
of the certificate to be stamped, for registered certificates, or upon pre- 
sentation of the coupon, for certificates to bearer, at the <!ompany's 
office at the times which shall be fixed by the council of administmtion. 

Art. 15. The transfer of shares to bearer is effected by simple 
delivery. 

That of registered certificateM shall take place by a declaration of 
transfer entered on the books of the companj' and signed by the 
transferor and transferee or their attorneys. 

The expenses of transfers, changes, and conversions shall be borne 
by the new assignees. 

Art, 16, The council of administration may authorize the keeping 
and deposit of certificates to bearer in the company's treasury. In that 
case it shall determine the form of the registered certificates of deposit, 
the conditions of their deliverv, and the precautions with which the 
execution of this measure should be suTTounded in the intciest of the 
company and of the shareholdei-s. 

Art. 17. Shareholdei's shall not be liable upon the contracts of the 
company be3ond the amount of the shares which they own. 

In no event can any call be made for funds beyond the amount of 
the shares. 

Art. 18, The shares are indivisihle. as regards the company, which 
recognizes only a single owner for each share. 

All owners of undivided parts of a share must be represented in 
dealing with the company by one and the same person. 

Art. 19. The lights and obligations attached to the share follow 
the certificate into whatever hands it comes. 

The possession of a share imports full consent to the statutes of the 
company as well as to all acts of a stockholders' meeting. 
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Th<* hpii's, creditors, or ai^i^igns of a shareholder can not, on any 
pretext, require a partition, or sale oi the corporate property, obtain 
an attachment, rejjuire the sealing of the company's books, registers, 
papers, and securities, nor interfere with it.'^ administratiOD. 

They must, for the exercise of their rights, relv exclusively upon 
the corporate statements, the action of the stockholders' mieetings, and 
the decision of the council of administration. 

Title III. — Council of Administration. 

Art. 20. The company is administeied by a coimcil composed of not 
less than y nor more than li> members chosen from among the share- 
holders. 

Art. 21. The administrators do not. in consequence of their duties, 
contra<^t any personal or joint and several obligations. They are 
responsible only for the performance of their duties. 

Art. 22. Administrators are appointed by the stockholders' meeting 
for not more than six years. 

If the council is composed of 9, 12, or 15 members, one-third shall 
be elected every two years, the outgoing members to he determined 
during the first period of six years by lot, and thei-eafter by seniority. 

If the number of administrators be anj- other than those above speci- 
fied, the stockholders' meeting shall debeniiine the mode of choosing 
new members and the duration of their tenns. 

Outgoing administrators may always be reelected. 

The second meeting of stockholders for organization shall fix the 
number of members of the first council and shall proceed to choose 
them. 

This fii'st council may, if it think fit. add to itj^elf new members within 
the limits hereinbefore fixed, and must cause appointments so made 
to be i-atified by the iirst regular stockholders' meeting. 

Art. 23. In case of vacancy arising from resignation or death, 
the council of administration may till tne same until the next meeting 
of stockholders. 

Administratois thus appointed continue in office only until the 
expiration of the terms of theii' pi-edecessors. 

Art. 24. Every administi-atormustlie the owner of 250 shares, which 
are registered in his name and inalienable. They shall be stamped to 
indicate this inalienability and remain deposited in the company's 
trea.'^ury during the whole tevm of office of the owner. 

These shares constitute a guaranty for all acts of management. 

Art. 25. The council of administration sliall appoint each jear from 
among its members a president and. if there be occasion, one or more 
viee-presidenfc*. 

The president and vicc-pre.sident may always be reelected. In case 
of the absence of the president and r.f the vice-president or vice- 

E residents, the council may appoint, at each session, one of its mem- 
ers to fulfill the duties of the office. 

Art. 26, The council of administration shall meet at least once a 
month. It shall meet also at the call of the president as often as the 
interests of the company require. 

Questions shall be decided bj' a majority of the members present. 
In case of equal division the vote of the president shall preponderate. 
Five administi-ators at least niust be present to form a quorum. 
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When only live or six administrators ai-e present all action, to be 
valid, must be taken by a majonty of four votes. 

No member of the council can vote by proxy. 

Art. 27. The proceedings of the council of administration shall be 
recorded by minutes signed by the president and one of the members 
present at the meeting. 

Copies or extracts from these minutes must., to be produced in evi- 
dence elsewhere, be eertiHed by the president or by two administrators. 

Art. 28. The council of administration is vested with the broadest 
powers for the management and administration of the affairs of the 
company, for the selection and exploitation of the public lands granted 
by paragraphs 7 and 8 of article 1, and by article 4 of the concession 
law. 

The council of a<lministration may ask any new comitssions, consent 
to all agreements with third parties for the purchase of enterprises or 
of concessions connected with any of the objects of the company. 

It shall appoint and dismiss employees, determine their functions 
and powers, lix their salaries and pay. 

It shall order and regulate expenditures. 

It shall sign correspondence as well as all notes, indorsements, drafts, 
cheques, transfers, and conversions of assets and securities belonging 
to the company, and it shall contract and consent to all advances. 

It shall take all financial measures necessary to the progress of the 
company, and make all loans other than those which must be authorized 
by the stockholders' meeting. 

It shall lay before the stockholders' meeting all propositions eon- 
ceiming loans on mortgage and the issue of obligations. 

It shall administei' the rights in the Panama Kailroad Company con- 
tributed to the company under the terms of article 5. 

It shall arrange the order of business for stockholders' meetings and 
the accounts which are to he submitted to them. It shall make a report 
to each stockholders' meeting upon the accounts and the condition of 
the corpoi-ate affairs. 

It shall fix provisionally the dividend and determine, if occasion 
arises, the installment to be paid on July 1 on the receipts and dis- 
bursement* closed by the inventory June iiO preceding. 

It shall decide upon the following subjects, to wit: 1, calls formoney 
upon the shares; 2, temporary investment of funds in hand; 3, studies 
and projects, plans and estimates f<)r the execution of the works; 4, 
agreements and bargains for works of various characters, bargains 
with penalty, and contracts not concerning the works; 5, hiring, .sell- 
ing, letting, and exchanging real and personal property, purchasing 
and hiring vessels or machines necessary for the execution of the 
works and the exploitation of the entei-prise; 6, annual budgets; 7, 
fixing and modifying dues of every nature to be collected by virtue of 
the concession, conditions and manner of collecting tolls; 8, disposi- 
tion of reserve funds; y, regulation of deposit of stock and obligations 
of the company. 

It shall sue for the collection of dues, the recovery of all debts, give 
all acquittances and dischai^es, consents to all replevies of mortg^ed 
property, distresses, attachments, and other impedimenta, with all 
releases of preference, mortgage, and suit for cancellation, all before 
or after payment. It may create all pi'eferences. 

It shall authorize all judicial actions, whether as plaintiff or as 
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defendant, treat, adjust, and compromise the said actions, as well a« all 
affairs of the company. 

Ill general it shall do, in the coiporate interest, all acts which it 
thinks neceasarv and useful, the powers above recited being purely 
declaratory and not in limitation of the rights of the council of 
administmtion. 

Abt. 39. The council of admin isti-ation may, for the general admin- 
istration of the companv, delefjate all or a part of' its jjower either to 
one or more of its members, with the title of administrator-delegate 
or to one or more managers or subiiianagers taken from outside the 
council. 

It may, moieover, delegate either to one or moie administrators, or 
to one of the employees of the company, or to one or more third per- 
sons, all or a part of its powers by special authorization and for one 
or more definite affairs or objects. 

Art. 30. The administrators shall be compensated, over and above 
the share of profits fixed in article 5^, bj- tokens of attendance, the 
amount of which shall be determined bv the stockholders' meeting and 
which it shall be the duty of the council of administration to distribute 
to its members. 

Title IV. — ^Technical Commission, 

Art. ;il. The council of administration is authorized to associate 
with itself a technical oommission chosen from among persons com- 
petent in matters of public works, and especially from the retired 
m spec tors-general of the departments of bridges and roads and finance. 

This commission, upon communications m^e to it by the council of 
administration, shall give its opinion on questions relative to the 
execution of the works. 

The number of members of the technical commission, as well as 
their remuneration, shall be fixed by the council of administration. 

Title V.— Commissaires. 

Art. 32, The stockholders' meeting shall appoint one or more com- 
missaires, members or not, invested with the functions committed to 
them by law. 

If any of the commissaires can not act, the one or more who remain 
shall act without them. 

A compensation is allowed them, to be fixed by the stockholders' 
meeting. 

Title VI.— Stockholders* Meeiiko. 

Art. 33. A regularly constituted stockholders' meeting shall repre- 
sent all the stocUiolders. 

Art. 34. The stockholders' meeting shall he composed of all holdei-s 
of at least 10 shares. 

All holders of less than 11) shares may unite to form the necessan,- 
number and cause themselves to be represented by one of thoir num- 
ber as provided by the law of August 1, IKHS. 

The meeting shall be regularly constituted when the shareholders 
who compose it represent a quarter of the capital of the companj'. 

Art. 35. When, upon first assembling, the stot^kholders present do 
not comply with the conditions above specilied. in order to make the 
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proceedings^ of the meeting valid it may be adjourned for not less than 
twenty days. 

Ase;;oni call shall be mide in the form prescribed by article 37 
hereof. 

The delibei-ations of this second meeting can only relate to the order 
of business provided for the first meeting. Its acts shall be valid, 
wliatever may be the amount of capital i-epresented by the stock- 
holders. 

Art. 36. A atockholdei-s' meeting shall be held every year at a day 
and place fixed by the council of administration before December 31. 

Extraordinary meetings also shall bo held whenever the eouneil of 
administration may consider it useful. 

Art. 37. Ordinary and extraordinary meetings may be called by 
means of a notice inserted at least twentv days previously and in one 
of the Paris papers designated for the publication of legal notices. 

Art. 38. feharoholders, in order to have the right to take part in or 
to have themselves representetl at stockholders' meetings, must qualify, 
at the domicile of the company, at least five days before the meeting, 
by the deposit of their certificates in the comimny's treasury or in that 
of one of the establishments designated for this purpose by the council 
of administration. 

Deposits made under these conditions give a right to the issue of 
cards of admission in the name of the depositor. 

Registered holders of registeretl shares or of certificates of dejxjsit 
ha ve also the right to be represented at meetings by proxies furnished 
with regular powera, the fonii of which shall be detemiined by the 
council of administration. 

Holdei"s of powers must deposit their proxies at the domicile of the 
company within the time fixed by the council of administration for 
each meeting. 

No one can represent a shareholder at the meeting unless he is 
himself a member of the meeting. 

Married women, however, may be represented bj' th^ir husbands if 
he has the management of their rights and shares, and in like manner 
minors or incompetents may be represented by their guardian. 

Usufructuaries and naked owners must be represented by one of 
them, furnished with a power from the other, or by a common proxy 
who is a member of the meeting. 

I Companies which are stockholders, as well as the Government of 
Colombia, ma}' each be represented by a delegate who is not himself 
a shareholder. 

Art. 39, The stockholders' meeting shall be presided over by the 
president or one of the vice-presidents, and, in default of these, by an 
administrator appointed by the council. 

The two lai^est shareholders present at the opening of the meeting, 
who accept, shall be appointed tellers. 

The officers of the meeting shall appoint the secretary. 

Art. 41), Action by the stockholders' meeting shall be detennined by 
a majority of votes of the members present or regularly represcntea. 

In case of equal division the vote of the pi-esident shall preponderate. 

Art. 41. Ten shares shall give the right to one vote. The same 
shareholder can not cast in all more than ^00 votes, whether as shaie- 
holder or as proxy. 

Art. 42. A secret vote may be requiied by 10 members represent- 
ing together at least 200 votes. 
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Art. 43. Thu action of the stockholders' meeting is recorded in 
minutes signed by the president the tellers, and the secretary. 

Copies of extracts from these minutes to be used in proceedings a) 
lawor otherwise must be certified by the president or by two adminis- 
trators. 

Art. 44. At each stoeltholders" meeting a list shall be kept of mem- 
bers present. It shall contain the names and residences of the share- 
holders and the number of shares held by each. This list shall be 
certitied by the officers of the meeting and deposited with the com- 
pany's records. 

Art. 4S. The order of business for the stockholdei-s' meeting shall 
be fixed by the council of administration. 

No other questions tlian those contained in this order of business 
can be brought before the meeting. 

Aet. 46, The stockholders' meeting shall hear the report of the 
council of administration on the corporate affairs. 

It shall also hear the report of the commissioner or commissioners 
upon the condition of the company, on the balance sheet, and on the 
accounts presented by the council of administration. 

It shall discuss and, if need be, approve the accounts. 

It shall authorize, on proposal of the council, the creation of special 
supplemental reserve and sinking funds which may be found useful. 

It shall tix the dividend to be paid. 

It shall elect administrators in place of those retiring and the com- 
missioners. 

It shall vote all loans by means of the issue of obligations or by 
mortgage. 

It shall audit the first awouuts after the execution of the works. 

It shall pass upon the pi-opositions of the council of administration. 

It shall vote upon the increases of capital proposed by the council 
of administration. 

It shall consider and finally decide upon all the interests of the com- 
pany, and confer upon the council of administration all the supple- 
mentary powers which shall appear useful. 

It shall have extraordinary power of decision upon the course to be 
taken in accordance with article 75 hereof. 

Art. 47. The action of the stockholders' meeting, taken in conformity 
with the statutes, shall bind all shareholders, even although absent or 
dissenting. 

Title VII. — Statements of CoNDrnox; Isvextories. 

Art. 48, The corporate year shall begin July 1 and end .Tune 30. 

The fii-st period shall comprise the time between the formal organ- 
ization of the company and June 30, 185*5. 

Art. 49. The council of administration shall prepare every six 
months a summary statement of the condition of the company as to 
assets and liabilities. 

This statement shall l>c submitted to the commissioner or commis- 
sioners. 

Art. 50. There also shall be made up at the end of each coi'porate 
year an inventory showing the real and personal property of the com- 
panv- and all indebtedness due to or by it. 

This inventory shall be presented to the stockholders' meeting. 
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Title VIII. — Annual Accounts ; Sinking Funds ; Interest ; 
Reserve Funds; Dividends. 

Art, 51. The annual income from the enterprise shall he first applied 
to the payment of: 1. The share for which the United States of Colom- 
bia has stipulated for ita own benefit, according to the terms of the 
concession law. 2. The expenses of maintenance and exploitation; 
the co.st of administration; and all corporate charges in genoi"al ; intei'est 
and sinking funds on loans which niay have been conti-acted, 3. The 
previous deduction of one-twentieth of the net pi-ofits, after payment 
of all the charges hereinbefore mentioned, for the formation X)i a legal 
reserve fund. 4. Five per cent upon the corporate capital, the income 
of which shall he applied by the stockholders' meeting, in accoi-dance 
with the propositions of the council of administration, not only to form 
the sinking fund to be establishetl in accordance with article 55 hereof, 
but also to provide dividend on the shares not extinguished. 

Art. 52. The excess of annual income after the variou-s deductions 
provided in the preceding article constitutes the net income oi" profits 
of the entei-prise. Fi-om these profits shall be deducted 5 per cent for 
the benefit of the council of adiiiinistration. 

The surplus shall belong: To the amount of 40 per cent to the shares 
issued and to the amount of 60 per cent to the Oompagnie Universelle 
du Canal Interoc^anique in liquidation. 

Art. 53. The payment of interest and dividends shall be madeatthe 
company's office or at the oiEces of the representatives designated by 
the council of administration. 

The payment of interest shall -be made at two periods: January 1 
and JuR- 1 in each year. 

Dividends shall be payable on January 1 next after the vote of the 
annual stockholders' meeting. 

The council mav, nevertheless, if it thinks fit, authorize a payment 
on account of dividends on the preceding 1st of July. 

Art. 54. Interest and dividends remaining unclaimed at the expira- 
tion of five years from the time when payable shall become the 
property of the company. 

Art. 55. The extinguishment of the shares shall be accomplished in 
ninety-nine years from the putting of the canal in operation. 

Provision shall be made for this extin^ishment by means of the 
deduction hereinbefore provided for in article 51, the amountof which 
shall be fixed bv the stockholdei-s' meeting, on rec^ommendation of the 
council of admmistration. 

The shares to be paid off shall be designated by drawing lots, which 
shall be publicly done at the times and in the manner fixed by the 
council of administration. 

Art. 56. The nuinbei-s of the shares di-awn for payment shall be 
posted in the (company's principal office. 

Akt. 57. Shares drawn for payment shall be paid at the places desig- 
nated for the payment of dividends and interest. 

Holders of extinguished shares have the same rights as holders of 
shares not extinguished, except as to the dividend which may be paid 
in accordance with article 51 hereof. 



Art. 58. The share of 60 per cent set apart for the Compagnie Uni- 
verselle du Canal Interoceanique in liquidation, may, if the liquidator 

so requests, be represented by certificates, to such number as he shall 
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fix, leaving it to tiim to make a proper distribution thereof among the 
parties in interest. 

This right to a share in the profits shall not give to any of those who 
enjoy it any right to take part in any way in the at;ts or administra- 
tion of the company. 

In all cases the provisions of articles 18 and IS* hereof, concerning 
shares, are equally applicable to the certitieates of interest. 

AH expenses and foiinalities connected with these certificates must 
be borne by the holders. 

Before distributing these certificates the liquidator must make 
arrangement* for their being represented in dealings with the new 
company; these arrangemente must be satisfactory to the council of 
administration of the present company. 

Art. 59. The reserve fund is composed of the accumulation of the 
aums deducted from the annual profits, in accordance with article 51 
hereof. 

When this reserve fund reaches one-tenth of the capital of the com- 
pany, its creation may be suspended. It must be resumed when the 
amount of the reserve has sunk below one-tenth of the capital of the 
■company. 

Title IX. — Modification of the By-laws; Dissolution. 

Art. 60. If experience shall show the desirability of making modifi- 
cations in or additions to the present statutes, the stockholders' meeting 
shall proceed to make them in accordan(^e with articles 61 and 62 hereof. 

It may especially determine upon a reduction of the capital of the 
company, a reduction in the duration, the prolongation or the earlier 
dissolution of the company, its consolidation with other (companies. 

It may even' introduce modifications as to the object of the company 
without, however, changing its essential character. 

Art, 61. Meetings which are to consider the different subjects men- 
tioned in the precetfing article will not be regularly constituted nor will 
their action be valid unless they are composed of a number of share- 
holdei's representing at least one-half of the capital of the company; 
but in such case the council of administration shall have the right, in 
its calls, to reduce, as far as it shall think desirable, the number of 
shares which must be held in order to take part in the meeting; and in 
such case the holder of the minimum number of shares necessaiy to 
take part in the meeting shall have 1 vote, the holder of 10 shares shall 
have 2 votes, the number of votes increasing at the rate of 2 votes for 
10 shares; provided, that the total number of votes of any member 
shall not exceed 300. 

Moreover all owners of a number of shares less than that fixed for 
admission to the meeting may unite to form the requisite number of 
shares and may cause themselves to be represented by one of their num- 
ber in accordance with the law of August 1, 1893. 

Art. 63. It is here explained that it is in order to conform to the 
French law now in force that the present statutes require the repre- 
sentation of one-half the capital of the company at the stockholders' 
meetings called to consider the subjects specified in article 61 hereof, 
and a representation of one-quarter of the capital in the other meetings; 
but it is expressly understood that the company may take the benefit 
of any new laws which may decrease the amount of capital necessarily 
8751—02 14 
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represented in stockholders' meetings, and that new legislative provi- 
sions concerning this question will become applicable to the company 
hereby created upon a resolution to that effect of a meeting of stock- 
holders called in accordance with the rules laid down in articles Si and 
35 hereof. 

Art. 63. Tn case of dissolution of the company the meeting of stock- 
holders on recommendation of the council of administration shall 
determine the method to be adopted either for the liquidation or reor- 
ganization of the company as a new company; it may appoint one or 
more liquidators, and may confer upon them the broadest powers. 

Art. 64. During liquidation the powers of the meetings of stock- 
holders shall continue as during the existence of the company. 

It shall have, especially, the right to appi'ove the accounts of the 
liquidation and to give acquittance therefor. 

The appointment of liquidators shall terminate the powei-s of the 
administrators and of all mandatories. 

Title X. — Conferring of Jurisdiction; Suits. 

Art. 05, In accordance with article 20 of the concession law of 
May 18, 1878, differences which may arise between the Government 
of me United States of Colombia an^ the company shall be submitted 
to the Federal supreme court (( 'olombia). 

But for all other litigations the company shall have its domicile at 
Paris. 

Art. 6t5. The companj' shall be considered commercial in its essence 
as in its form, and shall, accordingly, be within the jurisdiction of the 
tribunal of commerce of the Seine. 

Art, 67. Suits concerning the general and collective interests of the 
company can not be brought either against the council of administm- 
tion or against one of its members, except in the names of share- 
holders representing one-twentieth of the capital of the company. 
Actions concerning the rights of members can not be brought by a 
shareholder, or group of shareholders, representing less than a twen- 
tieth of the company s capital. 

And no action at law, brought by one or more shareholders against 
the company, its council of aaministi'ation, or one of its members can 
be brought into court until after having been submitted to the examina- 
tion of a meeting of shareholders, whose opinion shall be submitted to 
the magistrates at the same time with the complaint itself. 

Art. 68, Every shareholder in case of litigation must make election 
of a domicile at Paris, and all notices and summonses to him may be 
lawfully sei'ved at the domicile by him elected, without regard to the 
distance of the real domicile. 

In default of election of a domicile, he shall be deemed to have 
elected, for notices judicial and extrajudicial, the office of the attorney 
of the Republic at the civil tribunal of first instance of the Seine. 

The domicile elected, actually or impliedly, as has just been stated, 
shall carry with it the conferring of jurisdiction on the competent 
tribunals of the Seine. 

Akt. 69. In all litigations which may arise between the company 
and third persons, notice of all judicial or extrajudicial documents 
must necessarily be given by service of a copy personally upon the 
president of the council of administration at the principal office of the 
company. 
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Title XI.— Temporart Provisions. 

Art. 70. The subscription of the entire capital of the company, and 
the pavment of at least one-fourth the capital in cash, shall l>e evi- 
dencecfbya declaration of the founder acknowledged before a notary. 

To this declaration shall be annexed a list of the subseribers and the 
state of the payments made. 

Art. 71. This declaration, with vouchers, shall be submitted to the 
first stockholders' meeting, which shall verify its accuracy. 

The same meeting shall cau.se the value of the contributions herein- 
before mentioned, and the consideration for the advantages agreed to 
be given, to be appraised. 

Art. 7± A second meeting shall be called to approve, if proper, 
the contribution and advantages in question. 

The same meeting shall elect the administrators and the commis- 
sioners created by article 32. 

The minutes of the meeting shall show the acceptance of the 
administrators and of the commissioners. 

The company shall be organized upon their acceptance. 

Art. 73. Stockholders' meetings called for the oi^anization of the 
company shall be composed of all the shareholders, who have each a 
vote, provided that the holders of several shares shall have one vote 
for every ten shares; but no jxTson shall have more than ten votes. 

The n'leettngs for oi'ganization must be eoniiwsed of a number of 
shareholders representing half the capital, of the company. The 
capital, one-half of which must be represented for verification of the 
contribution, shall be comiwsed only of the payments not subject to 
verification. 

If the meeting, does not include a number of shareholders repre- 
senting half the capital, it can act only pi-ovisionally; in such case a 
new meeting shall be called. 

Two notices published eight davs apart, at least one month in 
advance, in one of the papers in which legal notices are published in 
Paris, shall give notice to the shareholders of the provisional action 
taken by the first meeting, and this action shall become final if 
approved by a new meeting composed of a numl>er of shareholders 
representing at least one-tifth of tne capital of the company. 

Art. 74. All general provisions of Title VI, relative to stockholders' 
meetings, not inconsistent with those contained in this title, shall be 
applieahle to meetings of stockholders for organization, except that 
meetings for organization may be called by a notice inserted in a news- 
paper in which legal notices are published in Paris, as follows: For 
the first meeting, two days l)eforenand, and for the second meeting at 
least t«n days l)eforehand. 

Art. 75. When the amounts expended, as well for the work done 
upon the canal as for the discharge of the burdens resulting from the 
contribution of M. (iautron, shall reach about one-half of the cash 
capital of the company at the minimum, a special technical commission, 
theretofore appointed at a proper time shall pionoimce upon the 
results obtjiined from the work already done and ujxin the conclusions 
to be drawn therefrom as to the i-emainder of the enterprise. 

The commission shall be composed of 2 mcmbei-s, appointed by the 
council of administration of the present company, and of 2 persons 
appointed by the liquidation of the old Compagnie L'niverselle du Canal 
Interoc^anique. These 4 members shall appoint a fifth, who shall be 

i:.r:-.':-d:-,l^nOOt^lC 



212 PANAMA CANAL TITLE. 

president of the commission, and if thev can not agree, this president 
shall be appointed liy the president of tlie trilmnal of commerce of the 
demrtment of the Seine. 

The council of administration shall be required to make public the 
opinion of this commission, and to call a special meeting of stockholders 
in the manner provided in articles til and &2 hereof. 

This meeting shall consider the ways and means tending to insure 
the completion of the work and the stipulations i;ontaii)ed in article 5, 
section i. No. 3 hereof. 

Title XII. — Puklications. 

Art. 70. Within the month of the organizatioii of the companj' the 
administrators ihall tile in the registry of the tribunal of commerce of 
the Seine and of the justice of the peace of the ninth (irrondi^i'iiii'nt of 
Paris, 1, a copy of the articles of association; 2, a copy of the docu- 
ment showing the subscription of the capital and the payment of one- 
fourth; 3, a copy, or a certiiied copy, of the action of the stockholders' 
meeting, in accordance with articles 71 and 72 hereof; 4, a copy, or a 
certified copy, of the list of the names of the subscribers. 

Art. 77. Within the same time an extract from the documents and 
proceedings sjwcitied in the preceding article shall be inserted in one 
of the newspapers publishing legal notices in Paris, in pursuance of 
law. 

Art. 78. Full powers are gi-anted the holders of the documents for 
the filing and publication in question. 

Aht, 79. Finally, it is noted that all the provisions contained in the 
two last preceding titles, relative to the organization and publications 
of the present company, have been dictated only bythe requirements 
of the French law as to joint stock companies now in force. 

Express reservation is made of the i>eneiit of all new provisions 
which the legislature may inti-oduce into the law. 



EXHIBIT J. 



On the 22nd of October, one thousand eight hundred and ninety -four. 
Before Me. Felix Edouard Iiefebvre and Me. Louis Antoine Maurice 
Ohampetier de Ribes, both notaries at Paris, undersigned, has appeared 
M. Francois Gustave Kamet, former President of the Tribunal of 
Commerce, of Rennes, residing at Paris, Kue Demours, No. 83, acting 
in the tapacity of founder of the Compagnie Nouvelle du Canal de 
Panama, with a capital of 65.000,000 fi"ancs, whose principal office has 
been provisionally fixed at Rue de la Victorie, No. 63 bis, and whose by- 
laws have been settled in accordance with a document executed before 
Me. Lefebvre and Maurice Champetier de Ribes, notaries undersigned, 
the 26th day of June, 18S)4, and followed by a declaration of subscrip- 
tion and payment before the same notaries, the 29th of September last, 
the particulars of which appear above, who, by these presents deposits 
with Lefebvre, notary undersigned, and has requested him to enter 
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apon hid minutes, undei' date of this day. in order th:it all extracts and 
copies which may be needed may be issued, to-wit: 

I. The original, cflrtified l)y the otBcers, of the miimt<(s under date 
of the fourth of October instant, of the fii-at organization meeting of 
the shareholders of the anonymous company, Comp:ignie Nouvelie du 
Canal de Panama 

Jt appeal's from these minutes: 

That the meeting of shareholders after having heaj-d read the by-laws 
and the declaration of subscription and payment, has declared that it 
accepts the declaration of subscription and payment, as made in good 
faith, and has declared that the sum of the payments made by the 
shareholders had been made in cash, and deposited in caisse des 
consignations; 

Ana that, after having considered the matter, the meeting had 
appointed as commissaires: 

M. Pierre Edouard Fougeu, former notary, and Vice President of 
the Committee of Bondholders, of Orleans, residing at Orleans, Boule- 
vard Alexandre Martin, Xo. 05, 

M. Charles Florian Ooudchaux, Chief of Division in the Depart- 
■ment of Posts and Telegraphs, tetii'cd. residing at Paris. Rue Lafayette, 
No. 11». ■ \ ^ 

And M. -lean Biptiste Cxeorge-J Foeke, manager of the newspaper 
"L'Avenir Industriel et Commercial", residing at Paris, rue Cau- 
martin No. M. 

Who were directed to appraise the value of the contributions made 
by M. O-mtron. liquidator of the Compagnie Universelle du Canal 
Intel-ocean ique de Panama, and the benefits provided, as well in con- 
sideration of these contributions as for the benefit of the administra- 
tors, and generally to fulfill the duties fixed by law and the by-laws; 

To these minutes are annexed: 

A copy of the newspaper "Les Petitas Affiches", issue of Sunday, 
SeptemlJer 30th last, containing the notice of calling of the first organ- 
ization meeting of stockholders, said copy recorded and certified; 

The attendance sheet, signed by each member upon his arrival, and 
certified by the officers, with one hundred and eleven proxies, given 
by different shareholders, and two copies made by Messrs. Lefebvre 
and Portefin, notaries at Paris, of powers of attorney given by the 
Credit Lvonnais to M. R'ibeau and by the societe Gen^rale to M. 
de Fredaignes; 

II. Ana the original, certified by the officers, of the minutes, under 
date of the 20th of October instant, of the second organization meeting 
of shareholders of the said Company. 

It appears from these minutes: 

That the shareholders' meeting approved, by the unanimous vote of 
the members present, except onlv M. (Jautron and the Commissioners, 
who did not vote, the report printed and deposited at the main office 
on the 13th inst. by Messr.s. Fougeu, Ooudchaux and Focke, Commis- 
sioners appointed by the first organization meeting of shareholders of 
the fourtn of October, instant, adopts the conclusion of this report, 
and accordingly says that it approves the provisions made and benefits 
provided in consideration of the contribution of M. Oautron, and for 
the benefit of the administrators by the iiy-laws; 

That Slid meeting decided, by unanimous vote of the members pres- 
ent, that the attendance pay of the council of administration should 
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be fixed at the sum of three thousand francs for each acting adminis- 
trator per annum, leaving to the council to divide the total between its 
members in conformity with the business to each of them; and at two 
thousand francs for each period, the compensation to be allotted to 
each of the commidsaires of accounts; 

That the meeting, after due consideration, decided unanimously, 
with the exception of two persons, one having ten votes, and the other 
eighteen. 

That the council of administiution should be fixed for the present at 
ten, and appoints to titi these oiHces for the first period of six years; 

M. Theophile Auguste Baillet, merchant, former Judge of Tribu- 
nal of Commerce of Orleans, residing at Orleans, rue Dauphine No. 13; 

M. Jean Bonnardel, administrator of the Compagnie des chemins 
de fer de I'Ouest, residing at Lyons, quai d'Occident, No. 3; 

M. Georges Brolemann administrator of the Credit Lyonnais, resid- 
ing at Paris, Boulevard Malesherbeji, No. 52; 

M. Calixte Carraby, administrator of the Comptoir National d'Es- 
compt«, residing at Paris, Rue Pigalle, No. 14; 

M. Gabriel Fmn^-ois Ohanove, administrator delegate of the Society 
des Forges et Acieries de Huta Bankowa, residing at Paris, rue dd 
Prony, No. 95; 

M. Gabriel Jules Jonquiere, foiiiier Inspector of public lands, 
residing at Paris, rue Spontini No. 1; 

M. Augustin Aime Le Begue. administi"ator of the Societe G^n- 
^rate, residing at Paris, Boulevard Malcsherbes No. 81; 

M. Franvois Gustave Kamet, fonner President of the Tribunal of 
Commerce of Rennes, residing at Paris, nie Demours No. 83; 

M. de Saint Quentin Marcel Pierre AcheiiVan, administrator of the 
Credit Industriel et Commercial, residing at Paris, Boulevard des 
Batignolles, No. 82; 

M. Lueien Souchon, administrator of the Soci^t^ des Houilleres de 
Saint Etienne residing at Lyon Place de la Charit^; 

And that in («se M. Saugnier, previously proposed, should not 
change his decision, it invited the council to consider at the next share- 
holders' meeting, the desire, expressed by it, to see added to the list 
of the council an authorized representative of the bondholders of the 
old company; 

That said meeting recognized the acceptance of said duties of 
directors; 

That .'said meeting, after due consideration, appointed unanimously, 
with the exception of one shareholder, having ten votes, commissaii'es 
to report to tne shareholders' meeting on the accounts of the first coi'- 
porate fiscal period, and on the situation of the company: 

M, Auguste Louis Joseph Barbier, Auditor of the Tribunal of 
Commerce of the Seine, residing at Paris, Avenue de la R^publiquc, 
No. 12; 

M. Auguste Etienne Lemoine, Associate Agent de change, residing 
at Paris, rue de la Pompe, No. 10; 

And M. Pierre Edouard Fougeu, former notary, and Vice Presi- 
dent of the Committee of Bondholders of Orleans, residing at Orleans, 
Boulevard Alexandre Martin, No. 65; 

That it recognized the acceptance of said duties by the commissioners a 
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And that the compaoy was declared formally orgaoized, in con- 
formitv with the law and the by-laws. 

To these minutes are annexed; 

A copy of the newspaper " Les Petites Affichea", issue of Tuesday, 
the 9th of October last, containing the notice of the calling of the 
second organization meeting of stockholders, said copy recorded and 
certitied; 

The attendance sheet, signed bv each raembei- on his arrival, and 
certified by the officers, with two hundred and sixteen stamped mem- 
oranda, signed In" the proxies of the absent shareholders, and three 
thousand and ninety-one powers of attorney in support of said 
memoranda; 

A copy of the report of the commiasaires, certified by them as 
true; 

A power of attorney, given by the administrators and the commis- 
sioners to M. Ramet, to accept the duties of administrators and of 
commissaires. 

Which minutes have been hereto annexed, after having been certified 
as true by the party appeanng, and that mention above of this annex- 
ing was made and signed bj' the undersigned notaries. 

Reference to these presents are allowed wherever necessary. 

And for the making of the filing and publication prescribed by law, 
full power is given to the holder of a copy of this document. 

Done and passed at Paris, Rue Tronchet, No. 34, in the office of M. 
Lefebvre, one of the notaries undersigned. 

The day, month and year above mentioned. 

And the same having been read, the party appearing has sigtied with 
the notaries. 

The signatures follow. 

On the margin is written: 

Recorded at Paris, Fourth Bureau, the 29th of October, one thousand 
eight hundred and ninety-four, Fol. 82, case 7, 3 francs seventy-five 
centimes, decimes included. 

(Signed) Copin. 



KRW PANAMA CANAL COMPANY, 

Anonymous company with capital of 6o,000,l)0U francs. 

Principal office at Paris, rue de la Victoire No. 63 bis. 

F'li'tit 'iiiA'dlug iif /thamholders, for tlie organhation of, the cwn/Mtni/. 

In the year one thousand eight hundred and ninety-four, Thursday 
the fourth of October, at half-i)ast ten o\'lock in the forenoon. 

The shareholders of the Compagnie Nouvellc du Canal de Panama, 
an anonj'mous company, with a capitel of sixty-five million francs, 
whose principal office is at Paris, rue de la Victoire, No. t>3 bis 

The said company, formed by M, Francois Gustave Ram?t. former 
n President of the Tribunal of Commerce at Kennes, residing at Paris, 
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rue Dcinoui's, Xo. 83, according to h document executed before Messrs, 
Lefebvie and Maurii-e Cbanipptiei', notaries at Paris, the twenty-sixth 
of June, one thousand eigtit nundred and ninetv-four, 

Met in first organization meeting of shareholders at Paris, nie de 
Lanery. No. 10, at the building of the Union Nationale des Chambres- 
Syndiuiilet*. on the call, addressed to them by the insertion in the gen- 
eml paper for advertisements, issue of Sunday, the thirtieth of Sep- 
tember, one thousand eight hundred and ninety-four, called the 
"Petites Affiches". 

This meeting is for this purpose: 

1st. Of verifying the correctness of the declamtion of subscnptiou 
and payment made in accordance with document executed before 
Messrs. Lefelu'i-e and Maurice Ohainpetier dc Kibes, notaries at Paris, 
the twenfy-ninth of September, one thousand eight hundred and 
ninety -four, 

2d. And of appointing one or more comuiissaires for the purpose 
of appraising the value of the contiihutions made by M. Gautron, as 
liquidator of the Compagnie Universelle du Canal Interoceanique de 
Pananiii, and the pravisiops made and benefits provided, in considera- 
tion of said contributions, and for the benetit of the administrators; 
and of making a report to the second organization meeting of share- 
holders. 

M. Gautron is requested to fill the office of president, which he 
states that he accepts. 

He asks to assist him a^ scrutators, in default of the acceptance of 
larger suhscriliers: 

M. Gabriel Chanove, Civil Engineer, residing at Paiis. rue de 
Prony No. i'S, 

And M. Francois (lustave Kamet. founder of the company. 

Both subscribers for two hundred and fifty shares. 

In consequence Messrs, Chanove and Kauie't are appointed scrutators, 
and accept these offices, 

The President and scrutators appoint to the office of secretary M. 
Th^ophile Auguste Baillet, merchant, formei- Judge of the Tribunal 
of Commerce of Orleans, residing at Orleans, rue Dauphine No. 13, 
who accepts and takes his place at the desk in this capacity. 

The officers thus appointed certified the attendance sheet, signed by 
each member on his arrival. 

This sheet shows the presence, personally or by proxy, of share- 
holders representing three hundred and seventy-two thousand, nine 
hundred and sixty sfiai-es, viz, more than one-half the corporate capital, 
and giving a right to one thousand and thirty-two votes. 

Consequently, the president announces the regularity of the meet- 
ing, and declares it open. 

The president lavs before the meeting: 

Isl, A copy of tbe paper for judicial and legal notices. " Les Petites 
Afiiches," issue of twenty-ninth of September one thousand eight 
hundred and ninety -four, bearing the number two hundred and seventy- 
three, said copy recorded, containing the notice of the calling together 
of the subseribei-s to the shares of the Compagnie Nouvelle du Canal 
de Panama, in first organization meeting of shareholders. 

The president requests M. Lefebvre, Notar)' of Paris, present at 
the meeting, to read: 

1st; The by-laws of the company, according to document executed 



PANAMA CANAL TITLE. 217 

before him and M. Maurice Champetier de Ribes, the twenty-sixth of 
June, one thousand eight hundred and ninety-four; 

2d. And the declaration of sul»ji;ription and payment of the coi-po- 
rate capital in cash, executed before Messrs. Lei'el>vre and Maunce 
Champetier de Ribes, notaries at Paris, twenty-ninth September, one 
thousand eight hundred and ninety-four. 

These two documents are read to the meeting. 

This reading being finished, the president states that the meeting 
is called upon to consider and vote on the following resolutions, which 
he reads: 

FIK8T RESOI,UTION. 

The meeting, after having road the by-laws, prepared by Messrs. 
I^efebvre and Maurice Champetier de Ribes. notaries of Paris, the 
twenty-sixth day of June, one thousand eight hundred and ninety- 
four, and the declaration of snb.scription and payment, executed 
before the same jiotaries the twenty-ninth of Septeniher, one thousand 
eight hundred and ninetj-four, declarer that it. recognizes the correct- 
ne.ss of this declai-ation of subscription and payment, and that it finds 
that the amount of payments maae by the shareholders has been paid 
in cash, and deposited with the caisse des depots et consignations. 

This resolution is passed unanimously by show of hands. 

Thereupon, the president i-equests the assembly to appoint three 
commissaires, whose duty will be to appraise the value of the con- 
tributions made to the company by the liquidation of the Conjpagnie 
Universelle du Oinal Interocfanique de Panama, as well as the provi- 
sions made for the benefit of the liquidation, in ci>n3ideration of the said 
contributions, as well as the benefits provided by the by-laws, for the 
benefit of the administrators, and to make to the second organization 
meeting of shareholders, the report prescribed by law and the by-laws. 

And ne explains that these contributions and benefits result f jom 
Articles five, six, eight and fifty -one and fifty-two of the by-laws, pre- 
viously read. 

The president observes, f urthernicire, that he catlnotjpersonally take 
part in the voting. 

After an exchange of explanations, and the proposal of various names 
successively put to vote, the president puts to vote the following resolu- 
tion, which he reads: 

SJXOND RESOLUTION. 

The meeting, after due delibemtion, appoints as commissaires: 

M. Pieri-e Edouard Fougeu, former notary, and Vice Pi-esident of 
the Committee of Bondholder, of Orleans, i-esiding at Orleans, Boule- 
vard Alexandre Martin, No. 65; 

M. Charles Florian Goudchaux, Chief of Division in the Depart- 
ment of Posts and Telegraphs, retired, residing at Paris, Rue Lafavette, 
No. list; 

And M. Jean Baptiste (ieorgos Focke, manf^rer of the newspaper 
" L'Avenir Industriel et Commercial," ivsiding at Paris, Rue Caumar- 
tin No. 2f); 

Who are directed to appraise the value of the contributions made 
by M. Gautron, liquidator of the Compagnie Universelle du Canal 
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Interoc^anique de Fanama, and the benefits provided, as well in con- 
sideration of these contributions as for the benefit of the adminis- 
trators, and generally to fulfill the duties fixed by the law and the by- 
laws. 

This resolution, put to vote, is passed by shovf of hands. 
Messrs. Fougeu, Goudchaux and Fock^, being present, state that 
they accept the said offices. 

The president requests the commissioners to prepare their report in 
the shortest possible time, and reminds them that it must be kept for 
the inspection of the shareholders at the company's office, five days 
before the second meeting of shareholders. 

After which the president declares the meeting adjourned. 
There have been annexed to the present minutes: 
A copy of the newspaper " Les Fetites Affiches," issue of Sunday, 
the thirtieth of September last, containing notice of the calling of the 
present meeting, said copy recorded and certified; 

The attendance sheet, signed by each member on his arrival, certified 
by the officers, with one hundred and eleven proxies, given by different 
shareholders, and two copies, delivered by MeJ:*srs. Lefebvre and 
Portefin, notaries at Faris, of powers of attorney, given by the Credit 
Lyonnais to M. Rabean, and by the Societe G^n^rale to M. de 
Fredaignes. 

Of all the matters set forth above, these present minutes have been 
prepared, which have l>een signed by the officers of the companj'. 
The President (signed) Gautron, 
A scrutator (signed) ChanoVe, 
A scrutator (signed) Ramet, 
The Secretary (signed) Auti. Baillet. 
Thereafter is written. 

Recorded at Faris. 
Fourth Bureau, twenty-ninth October one thousand eight hundred 
and ninety-four, folio eighty-three, case three, received three fi'ancs 
seventy-live centimes, decimes included, 

(Signed), ' ' Copin. 



NEW PANAMA CANAL COMPANY. 

Anonymous company with capital of 65,000,00(t francs. 

Principal office at Faris, rue de la Victoire Nq. 63 bis. 

Second meeting of nfuifehoJdei's, for the orgaiilzation of the company. 

In the year one thousand eight hundred and ninety-four, Satuixlay 
the twentieth of October at half-past two o'clock, in the afternoon, 

The shareholders of the Compagnie Nouvelle du Canal de Panama, 
an anonymous company, with a capital of sixty-tive million fiancs, 
whose principal office is at Faris, rue de la Victoire, No. 63 bis. 

The said company, formed by M. Fran^'ois Gustave Ramet, former 
president of the Tribunal of Commerce at Kennes, residing at Paris, 
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Tue Demours. No, 83, in accordance with document executed before 
Messri^. Lefebvre and Maurice Chanipetier, notaries at Paris, the 
twenty-sixth of June, one thousand eignt hundred and ninety-four. 

Met in iiecond organization meeting of shareholders at Fari8, in the 
room of the Soci^te d'HorticuIture cle France, rue Grenelle, No. Si, 
on a call which was addressed to them, bv insertion in the general 
paper for advei'tisonients, issue of Tuesd^ay, ninth of October, one 
thousand eight hundred and ninety-four, called "Petitos Affiches." 

The purpose of this meeting is: 

To hear read the report of the commissionera appointed by the first 
organization meeting of shareholders as to the value of the contribu- 
tions made to the company by M. Gautron, in his capacity of liqui- 
dator of the Coniimgnie ITniverselle du Canal Intei-oceanique de 
Panama, and the provisions and benefits stipulated, as well in consid- 
eration of the said contributions, as for the benefit of the administra- 
tors, and to take action upon the conclusions of said report; 

To appoint admin istiutors of the Company, and to ascertain their 
acceptance; 

To fix the amount of the attendance fee allotted to the administra- 
tors, and the remunemtion awarded to the commissaires: 

And to declare, if such be the case, that the companj- is formally 
organized. 

M. Georges Lemarquis, mandataire of the Panama bondholders, 
and member of the meeting, is requested to take the office of presi- 
dent, whifh lie states that he accepts. 

He requests to assist him, as tellers, in default of the a^-ceptance of 
larger sulacrihers: 

Si. Simon Edouaixl Joyant, rentier, residing at Paris, Boulevard 
Malesherbes No. !*7. 

And M. Abel Adrien Alexis Couvreux, contractor for public works, 
residing at Paris, rue d'Anjou No. 78, 

Subscnbei-s, the first to eight hundred and twenty-six shares, and the 
second to six hundred and twenty-five shares. 

Accordingly, Messrs. Joyant and Couvreux are appointed tellers, and 
accept these offices. 

The president and the tellers appoint to the office of Secretary M. 
Theophile Auguste Baillet, merchant, former Judge of Tribunal of 
Commerce of Orleans, residing at Orleans, rue Dauphine No, 13, who 
accepts, and takes his place at the desk in this capacity. 

The officere thus constituted, certify the attendance sheet signed by 
each member on arri^Til. 

This sheet shows the presence in person, or by proxy, of shareholders 
representing five hundred and twenty -three thousand six hundred and 
forty -eight shares, say moi'e than one-half of the corporate capital, and 
giving a right to four thou.«and eight hundred and seventy-six votes. 

Accordingly, the president declares the meeting regular, and states 
the meeting is open. 

The commissioners appointed by the tii-st meeting of shareholders, 
take the floor and read their report. 

This report concludes bv approving the provisions made in the by-laws 
in favor of M. Gautron, fh considemtion of the contributions made by 
him, as liquidator of the Compagnie Universelle du Canal Jnteroe^an- 
ique de Panama, and for the benefit of the administrators. 
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The president, aftor having furnished the aMseiiibly various addi- 
tional explanations, and havtnjf ascertained that no shareholder asks 
the floor, puts to vote the following resolutions: 



FIRST KESOLUTION. 

The meeting, after havinj; informed itself w>necrning the report 
printed and tiled in the office of the company the thiiteenth of October 
instant, by Messrs, Fougcu, Goudehaux and Focke, comraiissioners 
appointt^d by the first organization meeting of commissioners of Octo- 
ber fourth instant, adopts the eonclusionw of its report, and conse- 
quently declares that it appi'oves the ]>rovisions and benefits stipulated 
in consideration of the contribution of >1. Ciautron, and for the 
benefit of admin istiutors, by the by-laws. 

This resolution is passed unanimously by the members present, with 
the exception of only M. (Jautron and the commissioners, who state 
that they do not vote. 

The pi'esident next asks the meetinjj to fix the value of the attend- 
ance tiLikets to be issued to the administrators and the compensation 
of the commissioners. 

After exchange of explanations, the president puts to vote the 
following resolution: 

SECOND RESOLUTION. 

The meeting decides that the attendance fees of the council of admin- 
istrators shall be fixed at the sum of three thousand francs for each 
a^^ting administrator per annum, leaving to the council to distribute the 
total among its members, according tx) the emplonuent to each of 
them, and at two thousand francs for ea<rh fiscal period the compen- 
sation to be allotted to each of the commissioners of accounts. 

This resohition is passed unanimously by the members present. 

The president next requests the meeting to appoint the administra- 
tors of the company for the first period of six years, in comforinity 
with the by-laws, and informs the meeting that a list of eleven persons 
had been presented to him, which he reads to the meeting. 

Mr, Saugnier, former treasurer paymaster geneml of the Depart- 
of the Loire, mentioned in this list, states that he declines the duties 
which are offered him, and refuses to lie a candidate. 

The pi'esident expresses a desire that Mr, Saugniei- should re-con- 
sider his decision. 

He then opens the deliate as to the choice of administrators. 

Mr. Georges Thiebaud, member of the meeting, offers several oliser- 
vations as to thec;mi"acterof the listpresented, and the incompatibility 
which may exist between the dutie:; of administrators of the financial 
companies, borne by several of the candidates proposed, and the duties 
of the administi-ators of the company. 

Mr. Focke proposes to the meeting several names which he would 
desire to see added to the list. 

The President explains to the meeting that the list was made up by 
agreement between the persons who compose it, and forms a homo- 
geneous whole, which it is difficult to change without the consent of its 
members. 

He reserves, however, to the council, the power of completing itself 
in confonnity with the wi,shes of the meeting, and with the bj-laws. 
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After fui'ther exchange of explanations, in which Mr. Georges 
Thii'bautl takes part, the president puts to vote the following resolu- 
tion. 

THIRD RESOLUTION, 

The meeting, after due consideration, in conformity with article 
twenty-two of the by-laws, decides Ihat the council of administration 
be ti.\ed for the present at ten, and appoints to till these offices during 
the Jirstjjeriod of six years, 

Mr. Tn^ophile Auguste Baillet, merchant, fornjer Judge of the 
Tribunal of Commerce of Orleans, residing at Orleans, rue Dauphine 
]S'o. 13. 

Mr. Jean Bonnardel, administrator of the Compagnie des ehemins 
de fer de I'Ouest, residing at Lvons, quai d'Occident, No. 3. 

Mr. Georges Broleinann, administrator of the Credit Ijyonnais, resid- 
ing at Paris, Boulevard Malesherbes. No. 52. 

Mr. Calixte Carraby, admini-strator of the Cumptoir National d'Es- 
compte. residing at Paris Rue Pigallo. No. 14. 

Mr. Gabriel t ran^ois Chanove, administrator delegate of the Socitite 
des Forges et Acieries de Huta Bankowa, residing at Paris, rue de 
Prony, No. 95. 

Mr. Gabriel Jules Jonqui^re, former Inspector of public lands, 
residing at Paris, rue Spontini No. 1. 

Mr, Augustin Aime Le Begue, administrator of the Societe Gen- 
emle, residing at Paris, Boulevard Malesherbes No. 81, 

Mr. Fi-anvois Gustave Raniet. former President of the Tribunal of 
Commerce of Rennes, residing at Paris, rue Detiiours No. 83. 

Mr. Marcel Pierre Acheman de Saint Quentin. administrator of the 
Credit Industriel et Commercial, residing at Paris, Boulevard des 
Batignolles, No. 82. 

Mr. Litcien Souchon, administrator of the Societe des Houilleres de 
Saint Etinne, residing at Lyon, Place de la Charite. 

And in case Mr. Saugnier, heretofore suggested, should not recon- 
sider his decision, the meeting request« the Council to consider at the 
time of the next shareholders' meeting the desire expressed by it, of 
seeing added to the list of the Council an authorized representative of 
the security holders of the old company. 

This resolution is passed, unanimously with the exception of two 
persons, who, upon being questioned, state that one possesses ten 
votes and the other eighteen, 

Mr. Ramet, as well in his own name personally as in the name of 
the administrators elected, states that they accept the offices which are 
conferred upon them. 

The president requests the meeting to appoint the commissioner to 
verify the accounts for the first fiscal period, and suggests to the meet- 
ing a list of three names, which is pi-oposed. 

He puts to vote the following resolution. 

FOURTH RKSOLUTIOX. 

The meeting, after due consideration, appoints Mr. Auguste Louis 
Joseph Barbier, auditor of the Tribunal of Commerce of the Seine, 
residing at Paris, Avenue de la liepublique, No. 12. 
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Mr, Auguste Etienne LeiDoine, associate agent de change, residing 
at Paris, rue de la Pompe, No. 10. 

And Mr. Pierre Edouard Fougeu, former notary. Vice President of 
the Committee of Bondholders of Orleans, residing at Orleans, Boule- 
vard Alexandre Martin, No. 6b,i 

Commissioners to make the report to the shareholders' meeting, on 
the accounts of the iirst corporate .fiscal period, and upon the situation 
of the company, in conformity with the law and article th'rty-two of 
the by-laws, 

Thi3 retjolution is passed unanimously, with the exception of a share- 
holder having ten votes. 

Mr. Kamet states that he accepts in the names of Messrs. Barbier 
and Leiuoine, the offices which have just been conferred upon them. 

Mr. Fougeu, present at the meeting, states that ho accepts also. 

In the course of this voting, Mr. Georges Thicbaud filed with the 
ofiicers a protest, as follows, which is inserted in the present minutes, 
at the express request of Mr. Georges Thiebaud, and subject to all 
resen-ations on the part of the officers: 

Mr. Georges Thicbaud, shareholder, 33 quai Voltaire, Paris, protests 
in the most formal way against the methtwi of voting which has been 
employed for the election of the council of administration, which was 
elected by count of the show of hands of the shareholders, who did 
not desire it. Furthermore, the list of the council, contrary to the 
by-laws, was not composed of nine, twelve or fifteen members, but of 
ten and eleven. 

Furthermore, the council, instead of being elected name by name, 
were elected in a body, and decisions upon other matters were annexed. 
(Signed) Geoeges Thiebaud. 

The President announces, as a result of the resolutions above adopted, 
that the Compagnie Nouvelle du Canal de Panama, is formally organ- 
ized in conformity with the, law and the by-laws. 

He adds a few words as to the formalities which are to be imme- 
diately complied with to inform the Government of Colombia of the 
organization of the companj', and announces the immediate resump- 
tion of work on the Isthmus of Panama. 

DECLARATION FOR RECORDING. 

F'or the co]le<^^tion of the dues foi" recording, only, it is here declared, 

That the sum of seven million five hundred thousand fi-ancs to be 
paid to the Government of Colombia, under the provisions of the 
concession laws, applies to the rights in real property included in the 
concession of the Colombian Government, especially to the lands in 
which the canal will be dug, to the strip of land granted on each of 
its sides, and to the five hundi-ed thousand hectares of public lands 
granted, with the mines which thev may contain. 

The meeting was adjourned at six o'clock. 

There have been annexed to the present minutes, 

A copy of the paper "Les Petitcs Affiches," issue of Tuesday, nintli 
October last, containing the notice of the calling of the present meet- 
ing, said copy recorded and certified. 

The attendance sheet, signed bv each member on arrival, and certi- 
fied by the officers, with two hundred and sixteen stamped memoranda, 
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containing the details of the proxies given by the shareholders not 
present, signed by the said proxies, and three thousand and ninety-one 
powers in support of the said memoranda. 

A copy of^ the report of the commissioners, certified by them as 
true. 

A power of attorney, given by the administrators and commissioners 
to Mr. Ramet, to accept their offices. 

PUBTJCATIONS. 

For making the tiling and publication prescribed by law, full powers 
are given to the hearer of a copy of the documents and minutes of 
organization of the company. 

Of all which is above set forth, the present minutes have been pre- 
pared, which have been signed by the officers, the administrators and 
the commissioners, or their proxies. 

The President (signed) Lbmarquis, 
A Scrutator (Signed), Joyant, 
A Scrutator (Signed), Couvreux, 
The Secretary (Signed), Au<i. Baillet. 
Good as an acceptance of the offices of administrators, both in my 
name peraonally, and as attorney in fact. 
Signed Ramet. 

Good as an acceptance of the office of commissioners for Messrs. 
Barhfer and Lemoine. 
Signed Ramet. 

Thereafter is written, 

"Recorded, Paris Fourth Bureau, twenty-ninth October, one thou- 
sand eight hundred and ninety-four, folio thirtv-tbree, case five, one 
hundred and seventy-two thousand five hundred francs, decimes 
included. 

Signed Copin. 

The undersigned, 

Mr. Theophile Auguste Baillet, merchant, former Judge of the 
Tribunal of Commerce of Orleans, residing at Orleans, rue Dauphine 
No. 13. 

Mr. Jean Bonnardel, administrator of the Compagnie des chemins 
de fer de I'Ouest, residing at Lyons, quai d'Occident, No. 3, 

Mr. George Brolemann, administrator of the Credit Lyonnais, resid- 
ing at Paris, Boulevai-d Malesherbes, No. 52. 

Mr. Calixte Carraby, administrator of the Comptoir National d'Es- 
compte, residiiw; at Paris, Rue Pigalle, No, 14, 

Mr. Gabriel Fra,nvois Chanove, administrator delegate of the Soci^t^ 
des Forges et Acieries de Huta Bankowa, residing at Paris, rue de 
Prony, No. 95. 

Mr. Gabriel Jules Jonquiere, former Inspector of public lands, 
residing at Paris, rue Spontini No. 1. 

Mr. Augustin Aim^ Le Begue, administrator of the Soci^t^ G^n^- 
rale, residing at Paris, Boulevard Malesherbes, No. 81, 

And Mr, Marcel Pierre Acheman de Saint Quentin, administrator of 
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the Credit IiKiiiMtricU't Comiiiprcial, rosidinpf at Paris, Boulp^'aI*<S de 
Batitrnnlti-rt. No. Sa. 

In CJksc thi>v should Ik> ii|>poiiit(>dasiidniinisti'at<ir!< of the Cuiiipa.^iii< 
Nouvetle du Canal de Panama hr the si>«-oiid oi^ani;{atioii nioc^tin^ o: 
shareholdcn*. 

Give Uy thcM- presents full iK»wer to Mr. Frauvols Gustave Ramet. 
former President of the Tribunal of Commerce of Kennes. residiog- at 
Paris, rue Deniours. No. 8:1. 
For tlie puriMiNe i)f: 

Acceptiuj; the said oftiees of admini.Htrators, or declininfj thein, for 
each of tlieni imiividually. 

Paris, twontieth Octoiior one tbousiiud eight hundred and ninetv- 
four. 

(lood as power, (signed) Baillet, 
Good as jKiwer, (signed) Ik>NNAKDRL, 
Go<Hi aj» power, (signed) Brulbmakn, 
Good as ]K>wer. (signe<i) Carbaby, 
(lOod as iK>wer, (signed) Cjianove, 
Good as iK)wer. (signed) JosquiiIbe. 
Go<«i as jx>wer. (signed) Le BE<iiiE, 
(J<M»d as jxtwer. (signed) de Waist Qukntiv. 
Thereafter is writh'n: 

Recoi-ded at Paris, fourth bureau, twenty-ninth October, one 
thousand eight hundred and ninety-four, folio S^. case 10. received 
thirty francs, decimes included. 

(Signed) Choi'in. 

The undersigned, Liicien Souchon, administrator of the Society des 
Houilleres de Saint Etiemie. residing at Lyon, Place de la Charite. 

Gives l»y these presents power to Mr. Francois Gustave Kaniet, 
former PiVsident of the Tribunal of Commerce of Rennes, residing 
at Paris, rue Demours No. S3. 

For the purpose of accepting, in my name, the office of administra- 
tor of the Compagnie Nouveile du Canal de Panama, in ease it should 
be conferred upon me by the second organization meeting of ahare- 
holdei's. 

For the said purpose, to sign all minutes. 

Lyon, the nineteen of October, one thousand eight hundred and 
ninety -four. 

Good as a power, (Signed) Sotjchon, 

Thereafter in written : 

Recorded at Paris, fourth Bureau, twenty-ninth of October, one 
thousand eight hundred and ninety-four, folio 83, case 10, received 
three franca, ninteteen centimes, decimes included. 

(Signed) Chopin. 

The undersigned, 

Mr, Auguste Louis Joseph Barbier, auditor of the Tribunal of 
Commerce of the Seine, residing at Paris, Avenue de la R^publique, 
No. 12. 

And Mr. Auguate Etienne Lemoine, associate agent de change, 
residing at Paris, rue de la Pompe, No. 10, 

Give by these presents, power 

To Mr. Franfois Gustave Ramet, former President of the Tribunal 
of Commerce of Kennes, residing at Paris, rue Demours No. 83. 



PANAMA CANAL TITLE 225 

For the purpose of accepting for each of the undersigned the offices 
of auditing commissioners of the Compagnie Nouvelfe du Canal de 
Panama, in case these offices should be conferred upon us bj' the sec- 
ond oi^anization meeting of shareholders of the Company. 
For the said purpose, to sign all the minutes. 

Paris, the eighteenth October one thousand eight hundred and 
ninety-four. 

Given as a power (signed) Barbieb, 
Given as a power (signed) Lemoine. 

Thereafter is written, 

Copied on nineteen pages Recorded at Paris, fourth Bureau, 

and one-half, containing twentj'-ninth October one ■ thousand 

three interlineations, ap- eiffht hundred and ninety-four, folio 

proved, and three words 83, case 10. Received seven fi-ancs, 

erased. fifty centimes, deeimes included, 

Lefebvrb (Signed) Lefebvre. 



EXHIBIT K, 



JUDGMENT OF JUNE 23, 1894 (CIVIL TRIBUNAL OF THE SEINE), APPEOV- 
ING CONTRIBUTION BY THE LIQUIDATOR TO THE NEW PANAMA 

CANAL COMPANY. 

[Taken from the minutes o[ the civil tribunal, lower eoiirt, for ihe deparlnient of the Stine, aiitiug 

The civil tribunal, lower court, for the department of the Seine, 
sitting in the palace of justice, Paris, has rendered, in open and public 
sefjsion of its first division, the following judgment: 

Done at the sitting of the 29th day of June, 1894. 

The tribunal having examined and considered the petition presented 
by Gautmn, as liquidator of the court for the Universal Company of 
the Panama Interoceanic Canal, which petition is signed by de Bi^i'ille, 
his solicitor; and the tribunal having also examined and considei'ed 
the documents produced, and the petition aforesaid being concei\'ed as 
follows: 

To the honorable the piesident and justices of the first division of 
the civil tribunal of the Seine, the petitioner. M. Jean Pierre Gautron, 
liquidator of the court, residing in Paris, No. 13 Tronchet street, 
represents as follows: 

That he is acting in his capacity as liquidator for the Universal 
Company of the Panama Interoceanic Canal, whose legal residenee is in 
Paris, No. 63 bis, rue de la Victoire; that he was named liquidator as 
aforesaid by a decree rendered in chambers by the civil tribunal of 
the Seine on the 31st day of July, 1893. 

That he, through his solicitor, M. de Bi^ville, respectfully states 
that on the 4th day of February, 188!t, M. Joseph Brunet was named, 
by recorded decree of the first division of this tribunal, liquidator for 
the Universal Company of the Panama Interoceanic Canal, and was 
given most extensive powers, notably that of granting, or making a 
contribution of, either the whole or a part of the assets of the company 
to a new company or association. 

That by a recorded decree of this tribunal, rendered in chambers 
on the 13th day of February, 1890, M. Achille Monchicourt was 
8751—02 15 
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named coliquidator for the said company, with M. Joseph Bninet, 
and was given the "anie powers, to use individually or in conjunction 
with the mtter. 

That owing to the resignation of M. Brunet, M. Achille Monchi- 
court has been confirmed, by a chambers decree dated the 8th day of 
March, 1890, as sole liquidator for the said company, with the broadest 
powers, notably '■ that of giving or making a contribution, to a new 
company or association, of either the whole or a part of the aiisets of 
the company aforesaid; of entering into and rectifying with contract- 
ors all contracts and agreements aiming to the continuation or preserv- 
ing of the work, and of prolonging and renewing all agreements, of 
giving all guarantees, necessary for this purpose. 

Finally, that by a decree rendered in chambers on the 21st day of 
July, 1893, M. JeanPierre Gautron was appointed coliquidator with 
M. Achille Monchicourt. with the same and equal powers, to use 
individually or jointly with the said M. Monchicourt. 

That owing to the decease of M. Achille Monchicourt. which occurred 
on the 14tb day of March, 1894, M, Gautron remains sole liquidator 
of the Panama Inntei-oceanic Canal Company. 

That a new company is in process of formation at the present time 
for the purpose of resuming the work and completing the canal. 

That the by-laws of this company, called the New Panama Canal 
Company, have been drawn up and deposited for record by M. Gustave 
Ramet, formerly president of the tribunal of commerce at Rennes, 
and have been tiled also in the records and minutes of M. Lefebvre, 
notarj', in Paris. 

That your petitioner, by virtue of the powers conferred by the 
orders and decrees aforesaid on the liquidator for the Panama Inter- 
oceanic Canal Company, is preparing to make contribution to the new 
companv now being constituted: First, of all rights whatsoever accru- 
ing to tne old company from the laws of the Government of the United 
States of Colombia, dated May 18, 1878, and December 26, 1890, as 
well as from all decrees, acts, or facts whatever having followed upon 
these laws in the course of their execution, and all advantages and 
benefits accruing therefrom and stipulated by these laws and decrees, 
together with all territory and real estate having been granted and 
ceded to the interoceanic company now in process of liquidation, or 
acquired by the same, all this provided the new company fulfill the 
conditions prescribed and imposed by the laws and acts passed in 
granting or extending the concession, and provided it pav and dis- 
charge all sums and indebtedness remaining due to the tlolombian 
Government by the old company. 

Secondly. Of the work already done and accomplished, of the yards, 
workshops, buildings, hospitals, plant mounted and unmounted, and 
of the stores, etc., belonging to the liquidation as well as of all deposits. 

Thirdly. Of the plans, estimates, surveys, and specifications, and of 
all documents whatsoever gathered and collected by the Universal 
Company of the Interoceanic Canal, bearing in any manner on the 
study, construction, or improvement and operation of the canal or of 
its appurtenants, as well as the privileges attached to the same, and all 
contracts or t^eements with third parties. 

Fourthly. Of all rights of any nature and description, part owner- 
ship, or any other ri^ts whatsoever, which may belong or accrue to 
the Interoceanic Canal Universal Company, now being liquidated, in 
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the Panama Railroad at Colon, now worked and operated by an Amer- 
ican company, known as the Panama Railroad Company, whose legal 
residence is in New York. The said rights shall be transferred such 
as they are, canyinjj with them all privileges entailed by them; and 
M. Gautron binds himself, in his official capacity, to invest with them 
the present company in the form and in compliance with all formali- 
ties required for such transfer by the laws of the United States of 
America. 

The said rights shall be transferred, as well as the said property in 
full, such as mey exist and with all that they entail. 

Your petitioner further i-espectfully shows as follows: 

That the said grant and contribution are made, or are to be made, 
by him, with the following reservations and under the following con- 
ditions, to wit: 

First. The liquidation shall have and receive a part in the net 
profits and gains of the enterprise, amounting to GO per cent of the said 
profits and gains, such as the same shall he determined and computed 
under articles 51 and 52 of the by-laws. 

Secondly. Fifty thousand shares of entirely paid-up stock shall be 
given to the Government of the United States of Colombia, as pre- 
scribed by the extension act of December 26, 1890. 

Thirdly. The rights of every nature and description belonging to 
the receivership in the Panama Railroad, and ceded by M. Gautron, 
as set forth in paragraph 4 above, shall become the property of the 
new company from uie date of the meeting provided for by article 75 
of the constitution and by-laws. No pecuniary compensation is required 
of the new company for the cession of said rights, but they are trans- 
ferred on the condition and with the full understanding that said trans- 
fer shall be void if the canal be not completed within the time appointed 
by the grant. Should the work not be completed within the said 
period of time, the said rights shall revert to the liquidation. 

If, contrary to all expectations, the meeting in question should fail 
to take the necessary measures to complete the canal, or if the meas- 
ures thus taken by said meeting should fail of execution, by reason of 
impossibility to carry them out, the present company would still retain 
th% said rights accruing from the railroad aforesaid; but it would 
have to pay to the liquidation a sum of 20,000,000 francs as an 
indemnity, while the liquidation's share in the sains and profits of 
the new company would then be equal to one-half of said gains and 
profits, without further previous aeduction than such as is provided 
for by paragraphs 2 and 3 of article 51. 

Fourthly. Until the full completion of the canal M. Gautron shall 
have power, in his capacity as liquidator, to appoint a controlling or 
supervising committee, composed of three members selected, as much 
as possible, from among the engineers of bridges and roads and finance 
inspectors, in order to inspect the progi'ess of the work, the condi- 
tion and maintenance of the plant and of the real property, as jvell as 
the accounts kept in relation to these various objects. 

The compensating of this committee shall be at the expense of the 
new company. 

Your petitioner further shows that it is proper for him to submit to 
the civil tribunal of the Seine, for ratification and approval, the con- 
ditions of the said grants and contributions, and the constitution and 
by-laws of the company foi'med for the completion of the canal. 
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Wherefoie your said petitioner, acting in hia oScial capacity, respect- 
fully request* and prays the honorable president and associate justices 
of ttis court purely and simply to ratify and approve the puroort and 
conditions of the grants or contributions intended to be made bv the 
liquidator for the Universal Compan}' of the Panama Interoceanic f Janal 
to the New Panama Canal Company now in process of formation, as 
well as the constitution and by-laws of the last- mentioned company. 

AH pi-oper reservations being made, justice will be done. 

(Signed) A. Pe Bi^ville. 

Having considered the order issued by the president of the court, 
dated the SiTth day of June, 1894, appended to the said petition and 
directing: 

That this be communicated to the commonwealth attorney, and that 
Mr. De lioislisle, vice-president, is hereby appointed to make a report. 
Done at the palace of justice, Paris, on the 27th day of June, 1894, 
and signed Baudouin. 

Having considered the written opinion of the commonwealth attor- 
ney, likewise appended to the said petition, which opinion is thus con- 
ceived: The attorney- for the commonwealth lefers the matter to the 
tribunal of justice; signed Cabat. 

Having considered articlet* 10 and 11 of the act of July 1, 1893, 
whi(!h articles are thus fi-amed: 

Art. 10. All acts tending to alienate any assets of the company, 
all contracts entailing a transfer or contribution of the whole or of 
part of the assets of uie concern, emanating from the liquidator of the 
Universal Company of the Panama Interoceanic Canal, shall be subject 
to the approval or ratiJication of the civil tribunal of the Seine, who 
shall, on the report of one of the justices, pass on the question in 
open court. 

Akt. 11. All decrees of approval and ratification rendered in accord- 
ance with the preceding article shall be published within a term of 
ten days in the "Journal Ofliciel" and in the "Journal Offieiel (com- 
mune edition)." 

This decree may be attacked by the shareholders, by the manda- 
taire of the holders, and by other creditors of the company within a 
delay not exceeding one month from the date of the publication afore- 
said. The civil tribunal shall adjudicate the question within the space 
of one month, as in the case of matters demanding immediate and 
summary adjudication. The appeal from such decision must be 
entered withm ten days from the time of notification of said judgment 
to the party in person or at his domicile. 

Having heard at the sitting of the court M. de Boislisle, vice- 
president, in his report, and M. Cabat, assistant attorney for the com- 
monwealth, in his opinion, and having deliberated upon the same in 
accordance with law; 

Whereas it appears from the terms of article 5 of the constitution 
and by-laws of the New Panama Canal Company, which constitution 
and by-laws have been duly acknowledged before Lefebvre and his 
colleague, notaries in Paris, under an act of June 26, 1S94, that Gau- 
tron, acting in his official capacity as liquidator for the Universal Com- 
pany of the Panama Interoceanic Canal, has declared himself as ceding 
or contributing to the said company newly formed; 

First. All rights whatsoever accruing to the old company by virtue 
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of the laws of the Government of the United States of Colombia, 
dated May 18, 18T8, and December 26, 18!W, as well aa those aiming 
from all decrees, acts, or facts having followed upon these laws in 
the course of their execution, and all advantages accruing there- 
from and stipulated by these laws and decrees; together with all 
territory and real estate granted and ceded unto the interoceanie com- 
pany now in process of liquidation, or acquired by the same; all this 
provided the new company fullill the conditions prescribed and 
imposed by the laws and acts passed in prolongation or extension of 
the grant, and provided it discharge and pay all sums and indebtedness 
remaining due to the Colombian Government by the old company, 

Seeon^y. The work already done and accomplished, the plants, 
Tvorkshops, buildings, hospitals, plant mounted and unmounted, and 
the stores, etc., l>eionging to the liquidation of the Universal Com- 
pany of the Panama Interoceanic Canal, as well as all deposits which 
mav have -been made by the said company now in process of liquidation. 

Thirdly. The plans, estimates, surveys, and specifications, and all 
documents whatsoever gathered and collected by the Universal Com- 
panv of the Panama Interoceanic Canal, bearing in any manner on the 
study, construction, or improvement and opemtion of the canal and its 
appurtenants, a« well as the privileges attached to the same, and all 
contracts or agreements with third parties. 

Fourthly. All rights of any nature and description, part ownership, 
or any other rights whatsoever which may l>elong or accrue to the 
Interoceanic Canal Universal Company now being liquidated, in the 
Panama Railroad at Colon, now worked and operated by an American 
company known as the Panama Railroad Company, whose legal resi- 
dence is in New York. The said rights being transferred, such as they 
are and exist, carrying with them all the privileges which they entail; 
and M. Gautron binding himself, in his official capacity, to invest 
with them the present company in the form and in compliance with 
all the formalities required for such due and valid transfer by the laws 
of the United States of America. 

Whereas, moreover, the said rights are to be transferred, as well 
as the said property, such as they exist and with all that they entail, 
and whereas these cession or grant and contribution have been made 
by Gautron in his official capacity, with the following reservations 
and under the following conditions, to wit: 

First. The liquidation shall have and receive a share in the net 
profits and gains of the enterpiise, amounting to KO per cent of the 
said profits and gains, such as the same shall he detemiined and com- 
puted under articles 51 and 52 of the constitution and by-laws. 

Secondly. Fifty thousand shares of entirely paid-up stock shall be 
given to the Government of the United States of Colombia, as pre- 
scribed by the extension act of December 26, IHiK'. 

Thirdlj', The rights of every nature and description belonging to 
the liquidation in the Panama Railroad, and ceded by M. Gautron, 
as set forth in paragraph 4 above, shall become the property of the 
new company from the date of the meeting provided for by article 75 
of the constitution and by-laws. No pecuniary compensation is required 
of the new company for the cession of these rights, hut they are trans- 
ferred on the condition and with the full understanding that said 
transfer shall be void if the canal be not completed within the time 
appointed by the grant. Should the work not be completed within 
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the said period of time, the said rights shall revert to the liquidation. 
If, contrary to all expectations, the meeting in question should fail to 
take the necessary measures to complete the canal, or if the measures 
thus taken by the said meeting should prove impossible of execution, 
the present company would still retain the said rights accruing from the 
railroad aforesaid; but it would be bound to pav to the liquidation a 
sum of 20,000,000 francs as indemnity, while the liquidation's share 
in the gains and profits of the new company would then be equal to one- 
half of the said gains and profits, without further previous reduction 
than such as is provided for by paragraphs 2 and 3 of article 51. 
Consequently the said rights shail remain inalienable in the hands of 
the new companj' aforesaid either until the payment of the said 
20,000,000 francs or until the full completion of the canal. 

Fourthly. Until the full completion of the canal, M. Gautron shall 
have power, in his official capacity, to appoint an inspecting or super- 
vising committee composed of three members, to be select^ as far as 
possible from among civil engineers and finance inspectors, in order to 
inspect the progress of the work, the condition and maintenance of the 
plant and real property, as well as the accounts kept in relation to these 
various subjects. The compensation of this committee shall be at the 
expense of the new company. 

Whereas, according to the terms of article 51 of the constitution and 
by-laws of the said new company the annual proceeds of the enterprise 
shall be used to pay and discharge: 

First. The share in the gains and profits stipulated and reserved to 
itself by the Government of the United States of Colombia, according 
to the terms of the grant. 

Secondly. The costs of maintenance and the operating expenses, the 
expenditures entailed in the management of the concern, and, generally 
speaking, all charges incuried by the company, as well as the payment 
of interest and the redemption of all loans which may have been con- 
tracted. 

Thirdly. The deduction of one-twentieth levied on the net profits 
after the settlement and cancellation of all items of indebtedness above 
enumerated, the said deduction to be applied to the formation of the 
legal reserve fund. 

Fourthly. Five per cent of the capital stock, the same to be applied 
by the general meeting as the council of administration may advise. 
both to «ie formation of the redemption fund which is to be establishea 
under article 65 and to the payment of interest on unredeemed shares. 

Whereas, according to the terms of article 62, the net gains and 
profits of the enterprise will consist in whatever will he left of the 
annual proceeds after deduction of the various items enumerated in the 
preceding article hereof, while 5 per cent of these net profits will be 
setapartforthebenefitof the council of administration, and the surplus 
shall ^, 40 per cent to the shares created and 60 per cent to the Inter- 
oceanic Canal Universal Company now in process of liquidation; 

Whereas, finally, by the terms of article 75, when the expenses 
incurred for the work done on the canal and for the settlement of obli- 
gations resulting from the contribution made Gautron in his official 
capacity as liquidator shall have reached a sum equal to at least one-half 
of the capital stock (excluding nonspecies portions of the same), the 
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results then achieved from the work already done and the consequent 
decisions to be taken for the future of the entei-prise shall be passed 
upon by a special teclinifiil commission brought together at some 
pi'evious and opportune time, the said commission to consist of two 
members designated by the council of administration of the present 
company and of two persons named by the liquidation of the former 
Universal Company for an Intel-oceanic Canal, together with a fifth 
member whom the other four shall designate, and who shall be presi- 
dent of the said commission, hut who, in case the other four members 
should fail to agree, shall be appointed bv the president of the tri- 
bunal of commei\?e for the department of tbe Seine; 

Whereas the council of admmistration shall be bound to make public 
the report made by this commission, and to summon an extraordinary 
or special general meeting; 

\\ hei'eas this meeting shall have to deliberate on ways and means to 
insure the completion of the work and on the stipulations hereinabove 
set forth, article 5, pai-agraph 4, number 3; whereas the constitution 
and by-laws in question must be submitted, by the terms of article 10 
above mentioned of the law dated July 1, ISiJS, to the tribunal for 
ratification, touching the contributions intended to be made to the New 
Panama Canal Company by Gautron in his official capacit}', and whereas 
this ratification is prayed for by Gautron; 

Whereas the said contributions are within the competency of the 
liquidator, according to decrees which appointed him with the liroadest 
powers, notablj' with that of ceding or contributing to a new company 
all or part of the company's assets; whereas the conditions stipulated 
for the benefit of the Universal Company of the Panama Interoceanic 
Canal seem to be in accoi-d with its own interests, and therefore it is 
proper to ratify and approve the agreement declaring these contribu- 
tions and conditions; 

Por these reasons the court, leaving unimpaired the right of share- 
holders, of the attorney or mandataire of obligation holders, and of 
other creditors of the company to intervene anamake objection under 
article 11 of the law dated July 1. 1893, 

Does hereby approve and ratify, purely and simply, the constitu- 
tion and by-laws of the New I'anama Canal Company, as received by 
Lefebvre and his colleague, notaries, in Paris, on the ^tith day of June, 
1894, touching the contributions made by Gautron in his capacity as 
liquidator of the Universal Company of the Panama Interoceanic Canal, 
and the court hereby oi-ders that the present decree be published within 
the space of ten daj-s in the "Journal Officiel" and m the "Journal 
Officiel (Commune edition)," according to article 11 of the law of July 
1, 1893. 

Signed: Buudouin, de Boislisle, and Lasnier. Done and adjudged 
by Messi-s. iiaudouin, president; de Boislisle, vice-president; Laporte, 
judge: Tassart, supernumerary judge; Le Berquier, supernumerary 
judge, in the presence of Monsieur Cabat, assistant attorney for the 
Commonwealth, attended by Lasnier, clerk, June 29, 1894. 

The order was signed by the honorable president of the court, by the 
reporting judge, and by the clerk. 

Recorded in Paris July 11, 1894, folio 50, third subdivision. Re- 
ceived 9 francs and 38 centimes, decimes included. 
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JUDGMENT OF AUGUST 8, 1894, DECIDING AGAINST TIERCE OPPOSI- 
TIONS TO JUDGMENTS OF JUNE 2fl, WHICH APPROVED CONTRIBUTION 
BY THE UQUIDATOE TO THE SEW COMPANY, ETC. 



The civil tribuual of first instance of the Department of the Seine, 
sitting at the Palace of Justice at Paris, has rendered in public session 
of the first chamber the following judgment: 



Between M. GB,utron, judicial administrator, residing at Paris, rue 
Tronchet, No. 13, acting as administi-ator liquidator of the Universal 
Company of the Interoceanic Canal of Panama, the headquarters of 
which are at Paris, rue de la Victoire, No. 63 bis. 

Appointed to the said functions by judgment of the (chamber of the 
council of the civil tribunal of the Seine, dated July 21, 1893, recorded; 

Defendant against tierce opposition, defendant against inten'ention, 
appearing, submitting brief, and arguing thiough Maitre Lourtaunau, 
advocate, assisted by MMtre de Bi^ville, solicitor. 

On the one part, 

And: 

First, M. Georges Emile Lemarquis, judicial administiutor of the 
civil tribunal of the Seine, residing at Paris, rue Louis le Grand, 
No. 3; 

Acting in the character of judicial mandatatre of the bondholders of 
the Panama Company; 

Appointed to the said functions by judgment of the chamber of the 
council of the civil tribunal of the Seine, dated July 4, 1893, recorded; 

Plaintiif in tierce opposition, appearing, briefing, and arguing by 
Maitre ■ , advocate, assisted by Maitre Dubourg, solicitor. 

Of the other part. 

Second. 'M. Pierre Couaillier, janitor, residing at Paris, rue de Lille, 
No. 65, 

Plaintiff in tierce opposition, appearing, concluding, and arguing by 
Me. X., advocate, assisted by Maitre Legrand, solicitor. 

Third. M. Muracciole, residing at Muracciole (Corsica), intervener, 
appearing briefly and aiding by Maitre X., advocate, assisted by 
Maitre Dumesnii, solicitor. 

Fourth. M. Duhamel, residing at Paris, rue de I'Aqueduc. 

Fifth. M, Leprince, residing at Paris, rue Aubrj' de Boucher. 

Sixth. M. Pollike, residing at Paris, etc. 

[Here follow names and addresses of thirty -eight persons,] 

Plaintiffs by intervention, defendants by tierce opposition, appear- 
ing briefly, and arguing by Maitre X., advocate, assisted by JUkltre 
Ernest Jacob, solicitor. 

Of the last part. 

Without their present characters being able to prejudice in any way 
the rights and interests of the respective parties. 
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POINTS OF PACT. 

Paragraph 1. Tierce opposition of M, Lemarquis, in his character 
aforesaid, to the judgment of June 29, 1893, which approves the con- 
tribution made by M. Gautron, in his character aforesaid, to the New 
Panama (.'anal Company. 

According to the document of Fabre, bailiff at Paris, dated July 7, 
1894, M, Lemarquis, in his said charat^ter, has caused to be given to 
M. Gautron, in nis aaid character, notification to appear before the 
first chamber of the civil tribunal of the Seine in order that: 

Whereas, by judgment of the first chamber of the civil tribunal of 
the Seine, dated June 29 last, recoi'ded, the tribunal approved the con- 
tribution made by M. Gautron, in his said character, to the New 
Panama Cana) Company, an anonymous association now being formed, 
but reserving expressly, under me terms of article 11 of the law of 
July 1, the right for M. Lemarquis, in his said eharaX'ter, to proceed 
against said judgment by tierce opposition; 

Whei-eas. it is not, at least up to the present time, demonstrated to 
the appearer, in his said character, that the bondholders he represents 
consider the agreement aforesaid advantageous for them; 

Whereas, in view of the importance of the interests involved by that 
agreement, it is not possible for the appearer. in his said character, to 
take a definitive part without being previously, by all the means in 
his power, informed of the views of his principals; 

That it is important to him, therefore, to reserve provisionally all 
their rights, and especially to furnish them, by instituting tierce oppo- 
sition, the opportunity to intervene in the discussions, if they see fit, 
under the terms of article 2, paragraph 3, of the law of July 1, 1893. 

For these reasons, [he a^sks] to be admitted in his said character as 
a tiers opposant to the execution of the judgment aforesaid of June 
29 last; on the merits [he asksj to have a determination as may be 
proper after the tribunal shall receive information as to the merits of 
the tierce opposition; 

[AsksJ to have M. Gautron, in his said character, condemned in all 
the costs. 

[Gautron answers, claiming that the purely formal tierce opposition 
should not be allowed, as it is very urgent for him to arrive at the 
constitution of the new company and to avoid forfeiture of the conces- 
sion. He asks accordingly to have Lemai-quis declared inadmissible.} 

Paragraph 2. Defense by the tierce opposition, of M. Lemarquis, 
in his said character, to the judgment of June 29. 1S94, which approves 
the contract containing the eventual cession to tiie General Company, 
the Credit Lj'onnais, and to the Credit Industriel and Commercial of 
545 lottery bonds of the Universal Panama Canal Company. 
. According to document of Fabre, bailiff at Paris, dated J"uly 7, 1894, 
M. Lemarquis, in his said character, gave notification to M. Gautron, 
in bis aaid character, to appeal' within eight full days before the first 
chamber of the tribunal, in order that; 

Whereas, on the 29th of June, 1894, there was entei-ed a judgment 
of the first chamber of the civil tribunal of the Seine, which pro- 
nounced approval of the contract containing an eventual cession bv M. 
(lautron, as liquidator of the Panama Company, to the General Com- 
pany, the Credit Lyonnais, and to the Cr^Sdit Industriel and Commer- 
cial, of 545 lottery bonds of the said company. 
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And moreover, for the reasons already stated in the tierce opposi- 
tion to the judgment which approves the contribution of M. Gautron 
to the New Panama Company, as mentioned above; 

In due form, [aaks] to have M. Lemarquis, in his said character, 
received as a tieia oppoaant to the judgment aforesaid of the 29th of 
June, 1894; 

On the merits, to have a decision as may be right on the merits of 
the tierce opposition after information shall be furnished to the tribu- 
nal; 

To have M. Gautron condemned in the costs in any event. 

[To this Gautron responded, asking (after again speaking of the 
urgency of arriving at the constitution of the new company before the 
expiration of the prorogued concession) for the rejection of Lemar- 
quis's tierce opposition, and a decision that the judgment of approval 
should be executed.] 

Paragraph 3. Defense by tierce opposition of M. Couaillier to the 
three judgments of June 29, 1894. 

According to document of Gillet, bailiff at Paris, dated July 26, 
1S94, M, Couaillier caused notification to be served upon M. Gautrou, 
in his aforesaid character; 

To appear on Thursday, the 2d of August, 1894, before the first 
chamber of the civil tnbunal of the Seine in order that; 

Whereas, he is owner of three bonds of 500 francs. 5 per cent of the 
Universal Company of the Interoceanic Canal of Panama, numbers 
41 746 to 41,T48, and of a share of stock of the said company, number 
335,973; 

That in those characters he has the right to enter tierce opposition to 
the judgments rendered by the first chamber the 29th of June, which 
have approved: 

First. The by-laws of the New Panama Company constituted by 
M, Gautron, liquidator of the old company, and by other persons. 

Second. The settlement made between it and M. Eiffel. 

Thii-d. The agreement entered into between him and three establish- 
roentM of credit. 

Pai'agraph fii-st. As to the document constituting the company: 
That this document establishes the by-laws of a new company called 
the Univei'sal Company of the Canal of Panama; that according to the 
terms of that document M. Gautron conti-ibutes in his aforesaid char- 
acter to the new company, especially the rights of all kinds, shares of 
ownership whatsoever of the company of which he is liquidator fis to 
the railroad from Panama to Colon, operated by an American company 
called the Panama Railroad Company, with the condition of forfeiture 
that the canal shall be terminated in the time fixed by the act of con- 
cession ; 

That moreover the by-laws provide that if a meeting, which is pro- 
vided for by article 75, does not take the necessary measures for the 
accomplishment of the canal, oi- if the measures so taken b^ it do not 
succeed, the said rights as to the railroad shall remain acquired by the 
new company, on paying a sum of 20,000,000 bj- way of indemnity, 
and in that case the part of the profits to go to the liquidation will be 
the one-half of the profits of the new company; 

That it is impossible to admit that the Panama Kailroad, which con- 
stitutes the most considerable element of the assets of the liquidation, 
can be abandoned, even conditional! v, for a sum of 20,000,000, since 
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it has cost more than 93,000,000 to the company in liquidation, and 
that it^ normal traffic has reached, from 1874 to 1880, that is in six 
years, for the 70,000 shares of 50 fvanes each, 99 per cent dividend, in 
addition to an annual interest of 5 per cent; 

That it is to be remarked that these 20,000,000 will be taken from the 
resources of the new companj', which have been furnished them in 
great part by the liquidation of the old company; 

That such an abandonment ought to result from the single fact of a 
recognition at some time that the canal is not susceptible of construc- 
tion; 

That the new company will ever have an inteiest in sacrificing the 
canal to continue the profitable operation of the railroad; that all 
the projects of reconstitution of the Panama affair have had up to the 
present for their basis the ownership of the Panama Kailroad in the 
patrimony of the liquidation. If tnese companies do not arrive at 
the accomplishment of the canal, this cession of the railroad will be 
disadvantageous. 

Paragraph 2. Eiffel agreement: That by another judgment of the 
same day, of the first chamber, the civil tribunal of the Seine approved 
a transaction had between M. Gautron, in his character aforesaid, and 
M. Eiffel, by the terms of which the latter agreed to subscribe shares 
to the value of 10,000,000 in any new company having for its object 
the reconstitution of the work of Panama, and in which it has been 
further agreed that for the bills of exchange, of which he is the holder, 
M. Eiffel shall receive in payment lotteiy bonds of the company in 
liquidation, entirely paid up, calculated at 125 francs; 

That by means of the making of those agreements all litigation 
pending between M. Eiffel and the Panama Company was to be ended; 

That this ti-ansaction is contrarv to the interests of the liquidation; 
that not only the credits of M. !SiffeI are illusory, but that he ought 
to restore, without any compensation, considerable sums; 

That in any event it is inadmissible that M. Eiffel can free himself by 
a transaction from restitutions which are at his charge, by means of a 
subscription to shares, which, the day after the constitution of the 
company, he can resell to the public, perhaps even at a premium; 

That the spirit of the law of July 1, 1S93, indicates that the resti- 
tutions to be made by the debtors of the company ought to be made 
in money deposited at the Bureau of Deposits and Consignments and 
distributed among the company creditoi-s; 

That consequently the transaction had with M, Eiffel is prejudicial 
to the interests of the company in liquidation. 

Paragraph 3. Agreements with the three credit companies: 

That, by a third judgment, the civil tribunal of the Seine approved 
an agreement made between M. Gautron, in his character aforesaid, 
and the three credit establishments, the Credit Lyonnais, the general 
company to advance the development of industry and commerce, and 
the general company of the Credit Industriel and Commercial: 

That, by the terms of this agreement, JI. Gautron sells conditionally 
to those establishments of credit lottery bonds of the company in. 
liquidation, and this up to a maximum number of 545,000 bonus, at 90 
francs each; 

Tliat it is inadmissible that the liquidator should abandon at the 
price of 90 francs these lottery bonds, which are quoted on the Bourse 
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at 125 francs, and which he himself tmosfers to M. Eiffel at the price 
of 125 franca; 

That, besides, these lottery bonds are susceptible of returning to 
their value of issue, viz, 360 francs; 

That, on the other hand, the law of July 15, 1889, which authorized 
the liquidator to negotiate the lottery bonds not yet placed, without 
limitation of price or of interest, has given that authorization only 
upon the following conditions: 

In case Uie liquidator shall make contribution or cession of all or part of the liqui- 
dation j^sic] to a company i^reated for tbe ai^compliehment of the canal (an hypothesis 
which IB raized), the new company will not be able to issue the bonas at tbat time 
not placed on the terms, except on the conditions determined by tbe law of 1888, as 
regards tbe minimum of the price of iosue and as to interest. 

That by the terms of this law the cost at issue can not be less than 
360 francs, comprising the 60 francs reserved for the payment of 
prizes and sinking and the annual interest, to descend [sicj below 3 
per cent of the nominal capital; 

That thus the cession at a low price of those bonds made by the 
liquidation is contrary to law; 

That moreover the appearer, far from disapproving the project of 
the reconstitution of the work of Panama, is quite ready to give his 
adhesion as concerns that to any combination which will assure respect 
for the law, safeguard the patrimony of the liquidation, and favor the 
accomplishment of the canal; 

That this end can be attained without more than the resources of the 
liquidation; 

For these reasons [he asks] to be received as tiers opposant to the 
three judgments aforesaid; 

To have tbe three judgments in question declared void and of no 
effect; 

Consequently, to have refused the approval of the by-laws of the 
New Panama Canal Company made before Lefebvre and his colleague, 
notaries at Paris, June 26, 189i, of the transaction with M. Eiffel, and 
of the agreement entered into with the Credit Lyonnais, the General 
Company, and the (Jr^dit Industriel and Commercial; 

To have the costs allowed; 

By a document of the Palace, dated July 31, 1894, recoi-ded, M. de 
Bi^ville, advocate of M, Gautron, in bis character aforesaid, served 
upon Me. Legi-and, solicitor of M, Couaillier, his conclusions or brief, 
asking that it may please the tribunal: 

That, after having thus given his adhesion to the principle of recon- 
stitution of the Panama Company, the tiers opposant may abstain 
from indicating the means of attaining the threefold end which he 
proposes; 

That he ma_T limit himself to criticising the combination offered by 
the liquidator for the acceptance of the bondholders; 

As for what concerns tne contribution to the New Panama Canal 
Company: 

■ Whereas these observations of M. Couaillier have not escaped tbe 
attention of the liquidator of the Panama Company; and that all tbe 
efforts as well of the predecessors as of himself have been given to 
defending the patrimonj' of the liquidation, and especially its rights 
in the Panama Kailroad; that the tiers opposant himself recognizes in 
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lef erring to them that the preceding projects of reconstitution reserved 
to the liquidation the ownership of its rights in the Panama Railroad, 
if tlie canal should not be finished; 

But, whereas, those projects have not resulted in anything; 

That the date for the expiration of the period allowed m the pro- 
logation of the concession is imminent; 

Whereas, to attiact large capital to attempt anew the piercing of the 
isthmus, it has been indispensable to give it confidence in the enter- 
prise; 

Whereas, while doing what that necessity requires, M. Gautron, in 
his character aforesaid, has reseri'ed to the liquidation one-half of the 
profits to be received in can-ying on the raiiroad; 

That, under the circumstances, it is for the bondholders either to 
accept the combination proposed, or to renounce all hope of reviving 
the matter, and to proceed purely and simply to lealization and to the 
distribution of the assets realized; 

Whereas it is not serious to pretend that the accomplishment of the 
canal can be attained with the mere resources of the liquidation; 

As to what concerns the Eiffel transaction: 

Whereas the credits of M. Eiffel, on account of the works which 
he has executed during the liquidation, can not be denied; 
. Whei-eas in his estimates M. Couaillier takes no account either of 
the difficulties of litigation or of the chances of recovery; 

Whereas the Eiffel transaction has already been approved by judg- 
ment of Maj- 11, 1894, notwithstanding the mtervention of the bond- 
holder, M. Pichot, an intenention soon abandonexl by him; 

Considering, finally, that article 313 provides: "The shares shall 
be in the names of the holders [not to bearer] until they are entirely 
paid up, in conformity with the law of August 1, ISS^S." 

Besides, no share can be negotiated and the council of administra- 
tion can not authorize the transfer until it is fully paid up; 

That it is necessary, then, for M. Eiffel to risk acapital of 10,000,000 
to pay up his shares before he can negotiate them; 

Whereas there is nothing in the law of Julv 1, 1893, that forbids 
the liquidator or the mandataire of the bondholders to enter into trans- 
actions, provided they comply with the provisions of that law. 

As for what concerns the sale of lottery bonds: 

Whereas the first complaint of the tiers opposant falls before this 
observation; that the price of 90 francs has oeen fixed on account of 
the number of the lottery bonds to be sold; 

That this sale is purely within the rights of M. Gautron in his said 
character, and that the liquidator is interested in offering the bonds 
at the same price and under the same conditions, and in preference to 
shareholders and bondholdera of the Panama company in liquidation. 

Whereas it is not correct to say that this sale is contrary to the 
special taws regulating the Panama company; 

Whereas the law of JAly 15, 1889, authorized the liquidator to 
negotiate, without limitation of price and without interest, the lottery 
bonds, the issue of which was authorized by the law of June 8, 1888, 
and which were not yet issued on the 4th of February, 1889; 

That it is only in case the liquidator should make contribution or 
cession of the whole or part of the assets of the liquidation that the 
new company would not be able to issue the bonds at that time not 
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issued otherwiise than under the conditions determined by the law of 
June 8, 1888, so far aa concerns the minimum price and the interest; 

Whereas this la»t event has not taken place; that it is the liquidator 
who realizes on the lottery bonds and not the new company, which is 
not yet definitively constituted: 

That, consequently, this realization is free from the conditions of 
limitation of price and of the iixing of interest, under the terms of the 
first par^rapn of the first article of the law of Jul}' 16, 1889; 

For these reasons [he asks] to have M. Couaillier declared inadmis- 
sible, and in any event unfounded in his tierce opposition to the three 
judgments of approval rendered by this chamber on June 29, 1894, 
recorded; 

In doing that, to declare that the said judgments shall have their 
full and entire effect, and to condemn M, Couaillier in all the costs, 
allowance being made for the fees of Me. de Bi^ville, solicitor. 

Paragraph i. Defense by intervention of M. Muracciole, Accord- 
ing to document of the Palace, dated February 28, 1894, Me. Dumesnil, 
solicitor, constituted on behalf of M. Muracciole, submitted conclusions 
showing his constitution as solicitor and asking that it might please 
the tribunal; 

Whereas the assets of the Panama Company, which the execution 
of these agreements exposes to new risks, constitutes the gage of the 
creditors of the old company, and it can not belong to the liquidator, 
who represents the shareholders but not the creditors, to dispose of that 
gage 80 long as he has not paid the creditors interested in it; 

Whereas the appearer is a creditor of the Universal Company of the 
Panama Canal by virtue of judgments dated April 11, 1893, which have 
passed into the condition of re^ Judicata; 

That he is master of his rights, and that he intends to exercise them 
upon the assets, such as they are to-day, without submitting to the risks 
of new combinations; 

That, if it suits the interests of the shareholders, who have nothing to 
claim, that, after the extinction of the rights of the creditors, some bond- 
holders may constitute themselves as a company to expose the gage of the 
creditors in a new adventure, in which they have everything to gain 
and nothing to lose, the interest of the creditors is altogether different, 
and that it can not belong to the shareholders to put a check to their 
riffht, respect for which is obligatory upon all, and more especially 
when the creditor has an ordinary credit verified by judgment, the 
beneficiary of which in the last analysis has placed confidence in the 
company capital and in the associates; 

^^ hereas the right of tierce opposition, reserved by article 11 of 
the law of July 1, 1893, is moreover reserved b^ the judgments them- 
selves, so that the present pleading is as admissible in law as it is just 
in its foundation; 

That M. Couaillier, having introduced a principal demand of tierce 
opposition to these three judgments, the appearer intends to intervene 
in the said proceeding; 

For these reasons [he asks] that the appearer may be received as an 
r in the pending proceeding of tierce opposition between the 

In doing this to have himself declared'a tierce opposant to the three 
judgments of June 29, 1894; 
■fi) have it declared that those judgmentsarewithout effect and void; 
To have prohibited the execution of the agreements approved by 
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the said judgments, and thia on pain of being personally responsible 
for tbe credit of M, Muracciole, both principal and interest; 

To have it ordered that the assets realized and to be realized shall 
remain unchanged, subject to the credit of the appearer, and that they 
may not be exposed to the risks of any enterprises; 

And to have the costs adjudged, with allowance of fees of Me. 
Dutnesnil, solicitor; 

By document of the Palace, dated July 31, 1894, Me. de Bi^ville, 
solicitor of M. Gautron, in his character aforesaid, served upon the 
solicitoi-s in the ease conclusions asking that it might please the tribunal 
that the law has organized a special regulation of tbe liquidation of 
the Panama Company; 

That following the spirit of judicial liquidation and bankruptcy in 
commercial matters, it has subordinated the exercise of individual 
rigbts to the general interests; 

That, consequently, it has suspended, from the promulgation of the 
said law, all suits m course, begun either by holders of bonds or 
by any creditors, as well as all proceedings for taking possession of 
property or execution, even those actually in course, against the prop- 
erties, movable or immovable, belonging to the said company; 

That whereas article 10 provides expressly for the cession or contri- 
bution of the whole or the part of the companv assets by the liquidation 
of the Univei'sal Company of the Interoceanic Canal of Panama; 

That the said article only requires the liquidator to submit all acts 
of realization of the assets and all contracts carrving cession or con- 
tribution to the civil tribunal of the Seine, which is to decide in public 
session upon the report of a judge; 

That, bnally, every judgment of approval is to be published, and can 
be attacked by tierce opposition; 

Whereas it results from these provisions that if M. Muracciole has 
the right to come and pioduce before the tribunal the reasons which 
make aim consider as disadvantageous the combination for the recon- 
stitution of the Panama Canal Company, he can not oppose the transac- 
tions approved with an objection of principle drawn from the ordinary 
law; 

For these reasons [he asks] to have it declared that the intervention 
of M. Muracciole is inadmissible in law, and to declare him unfounded 
on themerits in his tierce opposition to the three judgments of approval 
rendered by this chamber on June 29, 1894, recorded; 

In doing this, to declare that the said judgments shall have their full 
and entire effect; 

And to condemn M. Muracciole in the costs, with the allowance of 
the fee of M. de Bi^ville. 
Paragraph 5. Defense by intervention of M. Duhamel and consorts. 
According to the document of the Palace dated August 1, 1894, Me. 
Ernest Jacob, solicitor of M. Duhamel and consorts, served upon Me. 
de Bifiville, solicitor of M. Gautron, in his character aforesaid, con- 
clusions in which be constitutes himself for M. Duhamel and consorts, 
and asking that it may please the tribunal: 

Whereas the appearers, holders of 4,000 bonds of the Panama Com- 
pany, have the right to intervene in the case in order to resist the 
aemaod of the said M. Couaillier; 

Whereas the different ^reements made by the liquidator are in 
conformity with the interests of the Panama bondholders; 
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That, on the other hand, the demand of Couaillier would result in a 
liquidation disastrous and injurious to the bondholders; 

That, under these eirounistances, the appearers unite with Gautron, 
in his said character, to ask the rejection of the tierce opposition insti- 
tuted bv M. Couaillier; 

For t'hese reasons [tliey ask] that thev may be received as inter- 
veners in the cause pending between MM. Couaillier and Gautron; 

On the merits, to nave it declared that the tierce opposition should 
be rejected; 

Declared, consequently, that M, Couaillier is inadmissible, or, at all 
events, unfounded in his demands to dismiss them, and to have him 
condemned in the costs, mcluding those of the intervention, with 
allowances of the fee of M. Ernest Jacob, solicitor. 

By document of the Palace, dated August 1. 1894, Me. Ernest Jacob 
gave notice to Me, de Bieville for the session of August 2, 1894. Bjf a 
Eist document of the Palace of August 2, 1894, Me. de Bieville, solici- 
tor of M. Gautron, in his said character, submitted conclusions asking 
that it might pleiise the tribunal: 

To sustain M. Gautron, in his said character, in declaring proper the 
intervention of M. Duhamel and consorts, and to condemn M, Couail- 
lier in the costs, with allowance of fees to M. de Bieville. 

Paragraph 6. Joining of the pi-oceedings. In this condition of the 
case, the different demands in tierce opposition and interventions have 
been joined and put in order for the session of this day, at.which the 
advocates of the parties, assisted by their solicitoi-s, have presented 
themselves at the bar, and explained orallv the conclusions previously 
submitted by them, and have asked judgment for their respective 
clients. 

The public minister has been heard in his conclusions and observations. 

In this condition, the affair presents for judgment the following 
questions: 

POINTS OF LAW. 

Should the tribunal, as a matter of law, receive M, Lemarquis in his 
said character as tiers opposant to the judgment of June 29, 1894? 

[The other questions are then formally stated, and the tribunal 
names over the advocates who argued the matter, and proceeds:] 

The causes being joined on account of their relations with each other 
and determining upon the whble by one and the same judgment, in an 
ordinary matter and in first resort; 

Considering that by the terms of article 5 of the by-laws of the com- 
pany formed for the accomplishment of the Panama Canal, according 
to a document made Julj' 26, 1S94, liefore Lefebvre and his colleague, 
notaries at Paris, Gautron in his character of liquidator of the Uni- 
versal Company of the Interoeeanic Canal of Panama, declares that he 
contributes to the new company on the conditions indicated in the said 
by-laws, to wit: 

First [quoting article 5]. That with a view to obtaining the concur- 
rence necessary in the subscription of the capital of the company for 
the accomplishment of the canal, and to assure the acquisition of the 
necessary funds which will have to be paid out in that case, Gautron 
has requested the financial aid of the General Company, the Credit 
Lyonnais, and the Credit Company Industriel and Commercial; 

That by nonnotarial documents, dated June 26, 1894, recorded, these 
three establishments promised to buy from him in the case provided 
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for, and each one in a proportion agi-eed upon, for the price of 90 francs 
per bond, lottery Ixinds of the Interoceanio (^nal Coni[>any entirely 
paid up or freed with regard to the civil company, and these to the 
extent of a maximum quantity of .')4o,00(l bonds; 

That, finally, by the terms of the transaction, had the a6th of Janu- 
ary, 1894^ between the liquidator of the Panama Canal Company and 
the mandataire of the bondholdei's and Gustave Eiffel, by which the 
latter agreed to auhscribe shares up to the amount of 10,000,000 in 
any new company having for its object the reconstitution of the work 
of Panama, it was agreed that in case that subscription should be real- 
ized Eiffel should receive in payment of the bills of exchange he held 
on account of the work which he had done for the benefit of the liqui- 
dation, a corresponding quantity of lottery bonds entirely paid up and 
freed, and calculated at 125 franci^ per bond; 

That for the case on the contrary in which a new company shall not 
be constituted, Eiffel engages himself to pay to the liquidator the net 
sum of 5.000,000 fi'ancs and abandon the bills, the liquidation on its 
side, abandoning 5,755 tons of iron, etc.. deposited in his warehouses; 
Considering tnat, according to the judgment of this chamber dated 
June 29, 1894, recorded, the tribunal has, on the demand of Gautron 
as liquidator, approved the acts above analyzed so far as they carry; 

The fir.rit, a vontribution made bj' the liquidator to the company of 
construction and the two others realizations of the assets; 

That the^e judgments have been published in the Official Journal 
and in the Official Journal (edition of the Commune) of the 1st of 
July, 18!>4; 

That tierce opposition has been introduced by Lemarquis, manda- 
taire of the bondholders, and Couaillier. stoakholder of the Universal 
Company, and bondholder of that company; 

That Muiucciole, creditor of the liquidation, has intervened in the 
tierce opposition of Couaillier in whicn he has joined; 

That Duhamel and others, as bondholders, liave intervened in the 
said tierce oppositions, and concluded in favor of their rejection; 

Considering that the said tierce opposition and intervention are 
admissible under the terms of Article 11 of the law of July 1, 1893; 
On the merits: 

As for the tierce opposition of Lemarquis as mandataire; 
Considering that it has no object except to reserve the rights of the 
bondholders and enable them to intervene if thej' see fit; 

That except Couaillier, holder of three bonds only, none of them 
have made use of that opportunity; 

That it results from the documents submitted by Lemarquis, and 
especially from the correspondence of the bondholders, that they are 
by a very large majority favorable to the proposed combination; 

That a very small number of these bondholders have pronounced in 
favor of the distribution of the assets, which distribution could give 
to each of those interested but a very small dividend and would neces- 
sarily carry with it the forfeiture of the concession, the definitive 
abandonment of the enteipriso, and the loss without compensation of 
the works already made, of the immovable property, and of the greater 
part of the materiel: 

That, under those ciivumstances. M. Lemarquis has justly lielieved 
himself authorized to join in the demand for approval made by Gau- 
tron, which he ha- done at the session. 
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As for the tierce opposition of Coaaillier: 

Considering that, far from claiming distribution of the assets and 
opposing the continuation of the canal enterprise, Couaillier declares 
himself ready to give his own adhesion to anj' combination for its 
accomplishment; 

That he contends only that this end will be attained with no more 
than the resourc'Cs of the liquidation, without its being necessary to get 
rid of part of the assets foi- the benefit of the new company, a getting 
rid the legality of which and the advantages of which he disputes, 
especially as regards the rights of the liquidation in the milTOad from 
Panama to Colon, and whereof he criticises the stipulations; 

Considering that none of the coml)inations attempted since 1889 
under divers forms for the reconstitution of the work of Panama has 
resulted in anything; 

That it wouid he idle to inquire whether one or another of them would 
have been more advahtagoous if it had l>een possible to realize them; 

That by the very force of things, and in view of the imminence of 
the date tixed for the forfeiture of the concession, the approval of the 
contract submitted to the tribunal can alone prevent that forfeiture; 

That if the liquidator recommences the work at the risk and peril 
of the liq^uidation, as the tiers opposant seems to think jiroper, he 
will manifestly exceed the powers conferred hy the judgments 
appointing him and by the law of July 1, 1893; 

That he would fatally absorb all the resources of the liquidation, and 
expose himself to a certain check, since the canal can not be constructed 
without a new appeal for funds which a dissolved company can not 
make with any chance of success; 

That, on the contrarv. the acts of contribution and of realization of 
assets, the approval of which is asked, are within the poweis of the 
liquidator; that their legality can not be seriously disputed; that 
their opportuneness is not less evident; 

That the pre<'eding attempts have all failed by reason of obstacles 
which their authors liavc met with when thej' attempted to get the 
capital necessary' to reconmience the work; 

That it would be chimerical. Iiefore recommencing that work, and 
without waiting for the practical demonstration by serious experiments 
of the possibilities of accxnnptishing the work, to count upon outside 
aid which would continue to keep away or oppose to the liquidation 
unacceptable requirements: but it is legitimate to hope that such an 
experiment will revive confidence, and will dispose the national savings 
to new sacrifices; 

That the liquidator should not l>e complained of, then, for having 
consecrated to the work undertaken by the new company a part of the 
resourc-es of the liquidation, and still les« for having interested in its 
success financial establishments whose concurrence will be necessary 
for new appeals to capital; 

Considering as to what concerns especially the contribution of the 
rights as to the railroad from Panama to Colon, that it is the essential 
basis and condition of the new combination, not only on account of the 
necessary correlation of the two enterprises, but because it permits 
the assurance of a legitimate remuneration to the ca]>ital of tlie new 
company in case the accomplishment of the canal shall be finally 
al>andoned; 

That it is proper to remark that the cession of these rights is not 
(but) conditional; 
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That they will return to the liquidntion if, the accomplifjhment of the 
canal having been decided upon by the general meeting, it can not be 
terminated within the time fixed by the act of concession; 

That this rfisciasionary clause guaranteea completely in that event 
the interests of the liquidation, and that no criticism can be or is 
indeed directed against the by-laws under that heading; 

That it is the .same as to what concerns the giving to the new com- 
panj- of the said rights in the event of the accomplishment of the 
canal; 

That the revenues of the railroad will be added, in that event, to the 
profits of the canal and benefit, consequently, the liquidation, which is 
to get three-fifths of the benefits of the enterprise; 

Thiit if these rights are to remain the property of the new company 
in case the general meeting docs not take the necessary steps for the 
accomplishment of the canal, the liquidation will not receive, in that 
event, as the tiers opposant seems to believe, merely an indemnitj' of 
twenty millions of francs, but the half part of the profits; 

That the only deductions authorized in that case, being the expenses 
of maintenance and operation and of administi-ation, and the taking 
out of a twentieth for the reserve fund, the part of the new company 
in the revenues of the railroad will not exceed that paid to the 
liquidation: 

That it is the less to be feared that the company will renounce for 
such a small remuneration the accomplishment of the canal, with the 
object of confining itself to the operation of the Panama Railroad 
because the works and the annuities paid to the Colombian Government 
will liave at that time absorbed the whole or the major part of its 
capital in such a way that tbe company will find that it has bought 
for neartv M0,()0(),000 the half of the revenue of the railroad; 

That the apprehensions manifested by Couaillier are, therefore, 
without foundation; 

That the rights as to the milroad were, it is true, bought by the 
Panama Company at !t3, 0(10,000, but it is shown that the price was con- 
siderablj' increased by the regulation and also that the revenues of the 
railroad were artificially I'aised; 

That if it is legitimate to count in the future upon a remunerative 
revenue, it is not less demonstrated that the sale en bloc for 20,00<»,000 
francs of the half of that revenue constitutes an operation altogether 
to the advantage of the liquidation; 

That it IK proper to recall, on the other hand, that the liouidator, 
besides the influence and the part of the profits which will, in tbe 
contingency arising, belong to him in his cnaracter of subscriber, is 
assured by a set of provisions of the most pivcise kind of the means 
of etfectively examining all the operations of the new company; 

That without speaking of the commission of inspection, provi<led by 
article 5, paragraph 4, he has reserved the naming of the naif of the 
members of the technical commission; 

That, finally, the prohibition to sell shares before thej' aie com- 
pletely paid up and tne limitation of the number of votes allowed to 
each shareholder in the general meeting appeara to sufficiently protect 
those meetings against all sijeculation ; 

That the mandataire of the bondholders has thought, nevertheless, 
that it is proper to fortify further the guarantees offered by the 
bj'-laws to the liquidation, and has obtained from the principal sub- 
scribers, notably the Eiffel credit companies, an agreement not to cede 
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oi- negotiate their shares, until the commission provided for by article 
75 of tlie by-laww shall have made its report, and the geneml meeting 
shall have pronounced upon the continuation or stopping of the works; 

That it is proper to sanction this act of Lemarquis; 

As for what concerns the promised purchase of lotterj- bonds by the 
credit cooipaiiies; 

Considering that if the price of 90 francs is lower than the present 
quotation, it is sufficient to refute the objection which the tierce oppo- 
sition undertakes to draw from that circumstance to remark that the 
course of the Bourse, subject to the tiuctuationsof speculation, can not 
serve as a basis for the sale en bloc of a considerable lot of values not 
yet issued; 

■ That the price imposed on Eiffel in the document of January 26, 1894, 
can no more be taken as a means of comparison, the difference 
between the price of 125 francs stipulated in that document and the 
quotation at that time, constituting exactly one of the advantages 
conceded to the liquidation; 

That, on the other hand, it is not necessary to dwell upon the objec- 
tion of principle drawn from the law of Juty 15, 1889, the restriction 
invoked not applying to the liquidator, who is expressly authorized, 
on the contrary, to issue the bunds without limitation of price and 
without interest; 

That it is proper to observe finally that the liquidator remains free 
not to profit by the unilateral engagement contiucted by the credit com- 
panies, if the capital of the new company can be constituted without 
their aid; and, on the other hand, that the interests of the bondholder 
are safeguarded by the light of preference which is reserved to them; 

That the annexed agreement of June 26, 18114, is then altogether to 
their advantage; 

As to the transaction with Eiffel; 

Considering that it has been approved upon the advice of three 
jurisconsults designated by the attorney of the Hepublic; 

That after a profound examination of the claim upon which it has 
been entered into, they have considered that that tmnsaction was 
advantageous to the liquidation; 

That this opinion has been shared by the chamber of the council, 
whose decision on that point is not susceptible of any attack; 

That articles 10 and 11 of the law of July 1, 1893, do not authorize 
tierce oppositions except as to the stipulations carrying the realiza- 
tion of assets, to wit, the {{iving in payment of lottery Bonds and the 
abandonment of the materiel; 

That these stipulations have not been criticised by the tiers opposants; 

That the latter is manifestly confused when he characterizes as 
illusory a debt conti'acted not by the Panama Company but by the 
liquidation, on the faith and for the profit of which Eiffel continued 
the works after the dissolution of the company; 

That if the law of July 1, 1893. has prescribed the deposit at the 
caisse des consignations of the amount of the transactions, it has not 
forbidden the Rtjuidator to receive other things than payments in 
money, and especially to stipulate for his benefit the right to be released 
from nis debts in considei"ation for the turning over of values; 

That in fact the method of settlement adopted is, as has been said 
above, advantageous for the liquidation; 

That there is no occasion, theiefore, even on this point to revise the 
approval pronounced by the judgment of June 29; 
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As for what coiicorns the intervention of Muracciolo; 

Considering that the intcrvenor. creditor of the Univerwal Panama 
Company, bv virtue of a judwRientof April 11, 18!'3, claimis that the 
assets as they are shall be and tthould remain the gage of the oreditora 
without its being permitted to the liquidator representing only the 
ahareholders to dispose of them and least of all to wubject them to the 
chanties of any new enterprise: 

That he opposes himself on this ground to the execution of the con- 
tracts made by (Jautron; 

Considering that this pretension is contrary as well to the text as to 
the spirit of the law of Julv 1, 1898; 

That this law has authorize^!, in principle, the liquidator to make, 
under the conditions which it has determined, all contributions and' 
realizations of assets; that it intended that the creditors could not 
oppose these acts after they shall have been approved, as in conformity 
with the general interest; 

That it is precisely to pievent them that it has suspended their suits 
and execution proceedings; that there is no occasion then, to dwell 
upon the tierce opposition of Muracciole; 

As for what concerns the intei'vention of Duhamel and consorts, 
that it is proper for the alwve reasons to sustain their conclusions 
which ask for the rejection of the tierce opposition; 

For these reasons; 

The tribunal admits Lemarquis and Couaillier as tiers-opposants to 
the judgmeuts of June 29, 1894; 

Admits the interventions of Muracciole and Duhamel and others; 

On the merits: declares Lemarquis, Couaillier and Muracciole 
unfounded in their tierce oppositions; 

Orders the said judgments to be given their full and entire effect; 

Approves, nevertheless, Ijemarquis" engagement with the Eiffel 
credit companies and other companies concerning the time when the 
shares subscribed by them. may be negotiated; 

Applies to Ijemarquis, Couaillier and Muracciole article 47!) of the 
Code of Civil Procedure; 

Consequentlv condemns them each to a iine of 50 francs, combines 
the costs, whicli include the expenses of Duhamel and consorts; 

Condemns Couaillier and Muracciole in the said costs to the amount 
of a third for each; 

Declares that the other third shall be home by Lemarquis as man- 
dataire; 

Makes allowance to de Bieville and Jacob, solicitors, of their fees. 
(Signed) Boijdouix and LArkirk, 

Done and adjudged in public session, etc. 



EXHIBIT H. 



REPORT OF OCTOBER 8, 18(M. OF COMMISSAIRFS AHPOINTKD BY THE 
NEW PANAMA CANAL a>MPANY TO VALI'E THE CONTRIBUTION'S 
MADE TO IT BY THE L1QUH).\T0R. 

[Does not seem to have been piibll>.h«d,l 

Gentlemen: In our constitutive meeting you selected us to make 
She report reciuired by law and the by-laws upon the value of the con- 
tributions made to your company and upon the legitimacy of the advan- 
tages stipulated by articles 5, 6, 7, 8, 51, and 58 of the by-laws. 
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We heie render you an account of the mission which you were pleased 

to confide to us. 

I. 

The by-laws of the New Panama Canal Company, according to the 
document received by MM. Lefebvre and Cbampetier de Ribes, nota- 
ries at Paris, on the 26th of June, 1894, were the subject of profound 
preliiuinarj' examination on the part of M, Gautron, liquidator of the old 
company, and of M. Lemarquis, official mandataire of the bondholders. 

In conformity with the special law of the Ist of July, 1893, they were 
afterwards submitted to the approval of the civil tribunal of first 
instance of the Seine, which approved them by judgment dated 29th 
of June. Some tiei-ce oppositions having been put in to this judgment, 
a new judgment of the same tribunal, dated the 8th of August, decided 
against the opposants and maintained the provisions of the preceding 
judgment. 

The authority of these decisions, which are to-day iinal, supported, 
besides, by reasonings of remarkable precision, suffice assuredly to 
■ demonstrate that the by-laws are of the most perfect regularity and 
that they embrace the beat possible solution of the difficulties which 
the business of reconstituting the work of Panama has encountered, 
It is alwaj's to be remembered that the tribunal of the Seine bad the 
charge of specially looking after the safeguarding of the interests of 
the stockholders or bondholders of the Company of the Interoeeanic 
Canal of Panama. 

If. then, the judicial control is of such a nature as to facilitate the 
accomplishment of the mission which you have confided to us, we are 
not the less obliged to examine and discuss, in conformity with the law 
of the 24:th of July, 1867, the stipulations of the by-laws, the value of 
the contributions, and the equity of those stipulations from the point 
of view of the interests of the new company, with regard to the sub- 
scribers of money capital.- Your commissaires had to deliver them- 
selves to this work without regard to the particular circumstances 
passed upon by the judicial decisions. 

II. 

The contribution made to your company by the liquidator of the 
old company of the Interoeeanic Canal, and the advantages stipulated 
in behalf of that liquidation in return for that contribution, are settled 
by divei-s provisions of the by-laws which it is important to place 
before you. 

These articles are thus worded: [Quoting the articles 5, 6, 7, S, 51, 
Sa, and 58; see by-laws, printed in full elsewhere.] 

The articles which we recall to you. and the stipulations which they 
contain, have two different aspects, the one principal and concerning 
the accomplishment of the company's object, the other subsidiary ana 
which may be ultimately carried out in consequence of a decision to 
be taken b}' a special general meeting convoked under the terms of 
article 75. " 

We have, then, to take aircount of this double aspect, and we shall 
examine successively the situation which is produced at the same time 
for the liquidation and for the new capital in both of the two (.■uses 
referred to. 
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III. 

There is to be examined what belongs to the construction and oper- 
ation of the canal, which are the very objects of the new company as 
defined by its first article, as well as tne contribution of the liquidator, 
which embracer the constitutive elements of that enterprise. 

These ditferent elements should be successively passed in review. 

1. CONCESSION, 

" All rights," sav the by-laws, " resulting in behalf of the companj- in 
liquidation fivam tne laws of the Government of the United States of 
Colombia, dated the 18th of May, 1878, and 2tJtb of Deceml)er, iSlKI, 
as well as from the decrees, acts, and facts whatsoever following in 
execution of those laws, and all the advantages stipulated by those 
laws and deci-ees, together with all lands and immovable properties 
granted to the Interoceanic Company in liquidation or acqaireci by it. 

"The whole with the charge of fulfilling the conditions of the laws 
and prorogations of the concession, and of paying all sums remaining 
due from the liquidation to the Colombian Government." 

The concession of the Panama Canal, described in these terms by 
the bv-laws, results from three documents emanating from the Colom- 
bian troveinment and sanctioned by the laws of that Republic. 

The first detemiines the clauses and provisions of the concession 
made for ninety-nine years, beginning from the day on which the 
canal shall be opened in whole or in part to the service of the public, 
or on which the concessionaires or their representatives shall com- 
mence to receive payments for transit and for navigation. 

The canal was to be finished and delivered to the service of the pub- 
lic within twelve years from the constitution of the company organized 
by M. Ferdinand de Lessens — that is to sav. before March 3, 1893, 
allowing, 'however, a supplemental period of six years. 

Independently of the general clauses and provisions, there were 
given to the conces.sionaires the nece-ssary punlic lands for the con- 
struction of the canal, as well as a strip of land 200 raetei's wide on 
each side of the canal, .and besides 5'XI,0(Kt hectares of land to be 
chosen by the concessionaii'e company, 

Finallv, the Colombian Government reserved to itself a participa- 
tion in tdc gross product of all that should be received from the enter- 
prise, fixed, to wit: 

At 5 per cent, during the tirst twenty-five years from the opening 
of the canal; at (! per cent, during the following twenty-five years; at 
7 per cent, from the fiftieth to the seventy -fifth year, and at 8 per cent, 
from the seventy -fifth year to the end oi the concession. 

Following the suspension of the works of the old company, the 
Colombian law of December 2(1, 1890, was passed on the jjetltion of 
M, Moncbicourt, then liquidator of the old comiMinv. 

A prorogation of ten years was granted, on condition that a new 
company of construction shoidd be formed and should recommence the 
work of excavation in a serious and permanent manner, at the latest, 
by February 28, 1«93, 

Finally, the terms of the prorogation were definitively arranged in 
the following manner on the 4th of April, 1893: 

The pi-orogation of ten years, given in article tirst of the law of 1890, 
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to the liquidator of the Uiiiveisal Panama Canal Company to remain in 
force under the conditions then stipulated, except as to the second, which 
was modified bj- the prorogation, until 31»t of Octoher, 1894, of the 
period within whith the new company was to be constituted, and the 
works of the canal to be recommenced in a serious and permanent 
manner. 

The term of ten years to commence to run fram the date of the 
definitive constitution of the new company. 

It ia, then, the definitive constitution of the present company which 
deteiTuines the point of beginning of the ten years. 

Besides, these different laws contained, for the benefit of the Colom- 
bian Government, the following advantages: 

1. The receipt of 5,000,000 francs in paid-up shares of the new 
company. 

This was effected by articles 5 and tj of the by-laws. 

2. The obligation of the liquidator and the new company to pay to 
the Government of Colombia without deduction, the sum of 8,000,000 
in gold, payable as follows; 

five hundred thousand francs before the 3lst of December last 
(1893). This sum was paid punctually by the liquidator. 

And 7.500,000 fiuncs sui-plus which remains at the charge of your 
company, in four payments, year after year, the fii-st to be made three 
months after the definitive constitution of the new company. The first 
of these installments will be of 1,500,000 francs and the three others 
of 2,000,000 francs each. 

3. The maintenance at the cost of the company of the armed force 
necessary for the preservation of order and the security of the canal. 

4. Participation by the Colombian Government in the gross pro- 
ceeds of the enterprise according to the terms above mentioned. 

5. The right of the Government of Colombia to name, whenever it 
shall judge useful, a special delegate to the council of administration 
of the company, who shall enjoy the same rights as those given to the 
other administrators by the by-laws of the company. 

6. The maintenance in the hands of the Colombian Government of 
the guarantee of 750,000 fi'ancs paid by the company in liquidation. 
This gnai-antee is comprised in the contribution which is made to you 
by the company in liquidation. 

Such is the general scheme of agreements of concession, which car- 
ries foi'the company serious charges, but which includes at the same 
time — with the long period of concession, with the gi-anting of the soil 
of the canal and of its banks, and the right to 500,000 hectares of pub- 
lic land, with the monopoly of the transit, and of the conditions on 
which such transit is practicable — all the elements of a great enter- 
prise. 

2. WOKK8, CON9TRIJCTIONS, MATERIEL. 

"The works executed, the plants, workshops, buildings, hospitals, 
materiel mounted and not mounted, materials and supplies, etc., 
belonging to the Universal Company of the Interoceanic Canal in 
liquidation, as well as all gnai-anties which may have been deposited 
by the said company in liquidation." 

As for the guaranties, this concerns the 750,000 fmncs paid over to 
the Colombian Government by the old company, and whicn that Gov- 
ernment keeps in its hands, as we have above stated, 
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As to the remainder of this part of the rontribution, it embraces in 
this enumeration all the work accomplished by the old company of the 
Interoeeanic Canal durinjf the eight years of its existence, from 1880 
to 1888. 

It would be rash, gentlemen, to undertake to appraise in an abso- 
lute manner the real worth of this asset. 

We do not need for the accomplishment of our mission to enter upon 
the examination of the carrying on of the old company and we scrupu- 
lously a I >8 tain from expressing any opinions on that subject. It suffices 
to state, leaving out the question of expense, that the work accom- 
plished by the old company repn'sents a considerable part of the task 
in hand and that the materiel and the supplies can bo made use of, at 
least for the greater part. 

On this subject wc iiiid all the assurances necessary, in the reports. 
of the commission of examination appointed by the lirst liquidator, M. 
Brunet, pivsided over bv M. Guillemain, inspector-general of roads, 
bridges, and canals, of the 5th of March, 1890. 

We place two extra^-ts before you. 

iJiiiHiim II. — Technical Repti'rt on the Canal with Locks, page 66: 

The execution of the works is entirely subject to the utilization of the matt'riel and 
the installations existing. It is with regard to thew that the calculation of expenses 
has been made. Without departing from the exclusively technical character of this 
report, it is proper to give some information on this subvert. 

The materiel on the Isthmus has an importance which the commission can not 
i)cnore. It embraces objecta, the Bt^qui»ition, the transporting, the mounting in place 
of which have coat 150,000,000, 

The delegation sent to the Isthmus has stated that the classification, putting in con- 
dition, the preservation of the divers implements neglected bv the contractors on the 
embanlcnientB or at the bottom of ditches have been methodically pursued since the 
suspension of the works. The workshops are in good condition, a perfect order 
reigns in the storehouses, and the niatf^nel seen upon the plants has been cleaned 
with care and put into condition to resist the atmospheric influences. 

In the course of its movements the delegation had occasion \ti see, becides, the 
operation of several locomotives, steam launches, and divers apparatus, which oper- 
ated well. 

On the other hand, it caused to be operated in its presence, upon only forty-eight 
hours' notice, two excavators and a dred^ at Culehra, a marine dredge at La B<ica, 
and several loading derricks. The experiments were satisfactory. 

There if, then, on the Isthmus a materiel of real'value. However, the commission 
has not lieen able to rwluce this i-alue to figures, for it is purely conditional, almost 
nothing, if the works are not continue<l; <in the mntiWy, it Iteeomes verj- valuable 
for a new company, which will find in employing it the possibility of iiiniH-<l lately 
starting the work. 

That which the commipsion believes that it can affirm is that, except [>erhapH 
sc)me special machines, this materiel answers all requirements. Whatever methods 
may he adopted, the dredges of all kinds, the excavators, the loading derricks, the 
rails, locomotives, and eartli cars are amply suSicient. 

The comniispion has not, accordingly, e<itimated in its calculation any new acqui- 
sition. The amount which it has fnven includes only the care and, n|xra occasion, 
the renewing of the implements by future constructors. 

The installations of the workshops are dso ample. The three principal ones are 
at Colon, at Matachin, and La Bn<'a. Some installations of less importance are scat- 
tered along the line. These establishments and the divers implements pertaining 
to them are more than sufficient to make alt repairs of materiel necessary for active 

As to the dwellings for the personnel and the workmen, their number is enormous 
and seenis even too great, since they permit to be lodged 26,000 to 27,000 workmen. 
Under thiw head there is no expense to lie provided fi)r. 

Thanks to the materiel and the installations which are found in place, the new 
company will be able, then, immediately to attack the hill at Culehra and to under~ 
take the rest of the works without any other delay than that rendered necessary for 
the new studies and examinations upon the points which we have specially mentioned. 
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DiohioH I. — General Report, page 51: 

In that report the commission even examined the hypothesis of a 
contribution to a new company. It ej^ressed itself in these terms: 

If one consider)! the contributions of the two parties in the contract to be made, he 
will find himself Ln the presence of a very complex nituation. The new company 
contributes the capital for the BrMt requireraenta, without which the work (an not 
be accompiished. The loss will, then, tJe permanent, and its intervention, absolutely 
indispensable, creates for it preponderating rights. But, un the other hand, it can 
not dispone of the ruatiTiel or the establish mentH of the old company. This latter, n 
fact not to be lost from siRht, isatillat present the sole concessionnaire. It has, as such, 
rightd which are precisely those of the old subscril>ers, and it is not prudent for the 
latter to diminish their value, as some in these latter times seem to have undertaken 
the task of doinic. 

These rights are very clearlv established by the law of Mav 18, 1878. They will not 
\m exti[iguisbed before 1H99, if at that time the canal shall not be navigable, and 
therefore they constitute a privile^ with which it is necessary to reckon. 

Moreover, in that new country, where everything is to be created, a new company 
will find it verj; difficult to get along without the concurrence of the old, without 
exposins itself in itK turn t^) grave mistakes. 

The old company contributes its materiel, numerous establishments, its supplies, 
its lan<ls which it has aojuired with its money, those which are granted to it by the 
act of conc««ion, and the workw alreadv executed. 

The matt^riel, the acquisition of which with its traupiportation ami mounting have 
eoMt 150,OOU,000, is in good condition, although to some extent worn. In the 
opinion of the comuiisi'ion it will suffice, such as it is, for the construclion of tlie 
canal if the method of carryini; on the work is not changed, and will thus dispense 
with creating a new uiau'Tiei. 

The fixe<l establishment!), hospitals, lodgingw, workshops, etc., are indispensable 
to a new company, a« they were to the old. They cost 52,000,000. 

But, on the one hand, tney no longer have their original intrinsic value. On the 
other hand, the old counwny has not free and c(tmi>lete possession of them, since in 
case of failure they remam, without having to be paid for, the property of Colombia. 

That is a condition which leaves them but a value for use — in some sort conditional — 
in the absence of a new arrangement between the interested parties, including the 
Government of Colombia. 

The lands rei-eived, or to be ultimately receised, are likewise to return to Colombia 
if the canal is not completed within the time fixed. They are not, then, an assured 
property, but a conditional resource, which mav become considerable, since the 
amount of land which will be granted to the canat in case of its accomplishment will 
be 300,000 hectares; but it is impossible to give figures as to this at a time when a 
crisis puts everything in doubt. 

As to the volume of excavations to be made use of, in view of the total excava- 
tions, the commiHsioii has not been able to give figures even approximately. The 
sea channels of the canal are In an advanced state, outlet ditches have been dug, the 
trenches have Iieen attacked throi^chout to a greater or less depth, and, in fine. 
according to the statements furnished, the number of cubic meters removed haa been 
nearly 56,000,000, which, taking account of the special expenses incurred by the 
computuv, have causeil an expense of 489,<XX),000. But there have been false 
steps taken, it is Haid. An important part of the excavations undertaken with a 
view to the construction of the canal at eea level are no longer of the «ime use to a 
canal with locks. Numerous accidents have taken place, as to which it is impossible 
to determine after the fact, the part to be attributed to improvidence and that which 
resulted from the natural condition of the country. Time fbially has performed its 
work, and the soil, such as it is Io-<lay, does not permit examination, which, in any 
case, would be \-ery ditHcult even at the time when the events iKH'urred. 

If we add here the uncertainties which procecti from the execution, due partly to 
^reat constructors, mrtly to employees, jiartly to the management, the c-umplica- 
tions produced by trie rewisrfons of eontrai't agreed upon, and which were carried 
out by the parties, it i«n l>e understood that the conmiiHtion should restrict itself in 
the task, already verjr bunlensome, and which it was to accomplish within the least 
powible time, of making an estimate as to what remains to be done. 

Finally, and to furnish data which should be considered simply as an intuitive 
estimate, the commission thinks that, taking account of the immense matt^riel in 
place and ready to lie used, the numerous establishments created, the lands received 
and to be received, the work done, the experien(« acquired, the supplies and the 
plans prepared, as well as the concession itself, the contribution of the old company 
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may be looked upon ae the equivalent of one-half, at least, of the espense of 
900,000.000 remaining to be laid out. 

It ia true that this contribution has no real value exi«pt for a new coropany reor- 
ganized to profit by it, cut the old one profited by it. It ia reduced, on the i-ontrary, 
to an insignificant value if the works are stopped, and thi:^ it is that rendetB the 
situation so diflicult and 8o confused for the old subscribers. 

This way of looking at things is similar to that of the Colombian 
Government, since in ita dispatch of October 26, 1888, the minister of 
finance expressed himself thus: 

Cnnsidering from the facts shown in the aforesaid m^iiioire, it results that the 
work performed for the construction of the interoceanic canal represents, at the 
present, more than the half of the work which the total construction of the canal 
ifoplies, and that, cimsequently, the Universal Company of the said Interoceanic 
Canal has acquired the perfect right to have adjudged to it the one-half of the free 
\a,ad» mentione<i in article 4 of the law of 187H. 

And in this estimate the Colombian (iovernment included, aa did 
the comnii-ision, and even more than it, the false cost of the work, as 
18 shown by the following passage of the dispatch of the Hd of Jan- 
uary, 18S4; 

Tliat the representative of the i-anal company and its special delegate be informed 
that the executive power is agreed that thi? question, as all questions arising from 
the interpretation of the contract for the great work of the excavation of the canal, 
should b* treateil with the greatest elevation of views, looking rather to the spirit 
thau the tetter of the contract; that, tronsequently, the (Iovernment admits and con- 
aidere sut work done for the accomplishment of the canal, not only the quantity of 
earth reinove<l, or the <'ubic meters cut for the oi)eningof the said canal (wHich 
conforms to the letter of the contract, but not to the good faith with which it ought 
to be carrietl out) , but al«) the capital hrouftht ti^rether to accomplish the undertak- 
ing, the technical and scientific studies for the laying out of the route and the execu- 
tion of the work, the formation ijf the company, an<l the organization of the works, 
the transportation to the Isthmus of a great part of the machines and materiel of 
excavation, and tlie part already in fact constructed, and, after having taken all thewe 
into consideration, the executive power declares that the Panama Canal Comiiany 
has the right to have adjudged to it, according to the tenns of said article, 150,000 
hettores as the equivalent of a little more than one-third of the execution of the work. 

If the Colombian Government upon the report of its agents consid- 
ered as one-third accomplished in 18S4 the execution of the canal at 
sea level, the proportion which the commission adopts in IHHO for a 
canal with locks is not unreasonable. 

There is less excavation to be done for a canal at sea level, but much 
more of masonry work. 

Since 1886 great movements of earth have been effected, l)ut on the 
one hand some of these were useless; on the other hand, the total 
cubic excavation is. by reason of the nature of the land, very much 
greater than was foreseen in the beginning, and it is not surprising 
that, all compensations made, the situation in a little less advanced, and 
is made worse, moreover, i)y the gnue fact that time has i)as8ed and 
that the date of forfeiture is threateningly near. 

As far as we ai-e concerned we can not give our adhesion to the esti- 
mate of -ISO, 001 1, (100 which the committee of examination considers 
itself able to present, although under great reservations. We think 
it is not possil)le to advance a precise figure, which would necessarilj- 
he arbitrary. But we do not hesitate to think, and you will doutitiess 
think with us, that tlie statements of the commission suffice to estab- 
lish the conviction that this jmrt of the contribution has. in any cas<'. 
a value of such a nature as to justify the part of the profits which the 
liquidator of the old company has stipulated for. 
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Ah to the present state of the materiel and the works, we think we 
can ac'ceiit with a»nfidence the last report of the liuuidator, dated the 
SJlst of April, 18!H. While it is true that that document emanate* 
fi-om the contributor hiinnelf, to whom we are the opjwsite parties, it 
is considered that he has pi'esented it to the tribunal under his respon- 
sibility as judicial mandataire, rendering an account of his proceedings. 

We i-eaa in that report: 

If it iH observed tbat the works have been suapended for more than four j-eare and 
a half, it ie considered, besidea, the inevitable a<'tion of a climate such ae that of the 
Isthmus, it is not aatoniRhing that the plante and materiel have nndei^one some loi^s 
and deterioration. The effects of time and of the climat« havinjt been foreseen, the 
liquidator sought with >!reat care to prevent them. He can affirm that, tiianka to 
the measures which he caused to be taken, thew effects have been relativelj" of little 
importance and can be easily remedied. 

The report contains afterwards circumstantial details as to each sec- 
tion of the works, and as to the different kinds of the materiel, which 
confirm these assertions. 

As to what concerns the materiel properly so-called, a statement was 
drawn up in the course of the liquidation (Exhibit C to the report of 
the 12th of November, 1891), and has been communicated to your 

3. STUDIES AND DOCUMENTS. 

"The plans, drawings, studies of all kinds in the hands of the Inter- 
oceanic Company and concerning in any way whatever the study, the 
execution, or the operation of the canal, or it^ accessories, as well as 
the benefits of all agreements with third persons," 

It is useless to dwell upon this paragraph, which explains itself. 
Your company having the same end and object as the old company, al! 
studies and documents brought together by your predecessors will 
contain useful information and facilitate your task, and throw light 
on your course in the future. 

4. PANAMA RAILROAD. 

" The right'< of all kinds, shares of ownei'sbip or others whatsoever 
which may belong to the Universal Company of the Interoceanic 
Canal in liquidation as to the railroad from Panama to Colon." 

The rights in question were comprised in the contiibution of the 
liquidator in the same way as the other elementw of that contribution, 
and should be examined in the same manner. 

The special agreements on this subject which have been inserted in 
the by-laws, with the view to a particular event, will be discussed 
separately in the last paragi-aph of our work. This recervation made, 
let us examine their direct value. 

The railroad belongs to a special anonymous company whose head- 
quarters are at New York. 

The rights of the liquidator represent ?"1^S of the capital of that 
company. This capital is of $7,0i')0,0(l(l, which at the rate of exchange 
fixed of 5.20 per dollar is worth 8fi,400,fi00 francs; that is to say, for 
the 4nSffJ a sum at par of 35,t!;-i7.y80 francs. The l,4t!6 shares 
belonging to third persons, other than the liquidator, appear to give 
rise to very infrequent transactions and are not officially quoted on the 
stock exchange of New York, We do not definitely know what has 
been their market value. The sole information which we are able to 
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give is the value of 175 fraiits or (hereabouts during the month of 
August last. Finally, we give the table of dividends since the origin 
of me compauy in hundreds of dollars: 



Year. 


1 DOllBIP. 
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Leaving out the period from 1881 to 1888, which was that of the 
activity of the old company, and which is consequently abnormal in 
all respe.cts, the preceding table indioAtes clearly that the Panama Kail- 
road gave from 187*i to 1880 a high revenue, varying from 12 to 16 
per cent, whereas from 1889 to 1893 the revenue felf gradually from 
9 per cent to zero. 

The present situation of the railroad is not, therefore, favorable. 

We should go beyond the object of our mission if we should enter 
upon details as to the causes of this condition of things and the means 
of remedying it. We shall have to limit ourselves to a few summary 
observations. 

It appears that the present revenues of the railroad can be mised to 
a higher plane by the conclusion of new agreements with steamship 
companies. The liquidation has rightly made use of its influences to 

firevent the renewing of old agreements in order to leave complete 
ibertj' of action for the future. The development of the traffic can, 
'besides, be favored bj' the improvement of the terminal facilities of 
the railroad at the two oceans. Finally, it is certain that the recom- 
mencing of the works on the Isthmus will give rise to considerable 
transportation, by which the railroad will proht. Your company itself 
will pay for a great part of that transportation. 

But however that may be, and whatever the present money value of 
the railroad, and of whatever improvement the railroad and its future 
revenues are su.«ceptible, the contribution which is made to you of the 
rights of the liquidation has advantages which we do not hesitate to 
call fundamental. Every enterprise for the cutting of the canal must 
necessarily reckon with the railroad company and has need of its aid. 
It is important, then, in the highest degree, to have a serious influence 
in it, and therefore it was necessarj- that the liquidation should transfer 
to vou its rights. 

You will find, by wav of exhibit to this report, the last balance 
sheet to the Panama Railroad of December 31, 1893. 

IV. 

In return for this various contribution, of which we have undertaken 
to show you the outlines, the extent, and the different elements', what 
aie the cnarges which the by-laws impose upon youi' company? And 
what are the advantages stipulated in favor of the liquidation of the 
old company? 

In the first place, the liquidation imposes on the new company the 
executing of tiie divers financial obligations in favor of Colombia 
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which result from thts oi'i;final contract of concession and the two laws 
of prorogation. We specified these above and do not need to return 
to them. These are tne charges inherent in the very object of the 
enterprise and which ought to fall to you without any possible discus- 
sion, in our opinion, as a natural t^nsequence of the substitution of 
your company to the old company. 

Let us pass to those stipulated for the Iic[uidator. 

1. He has reserved the power to establish, up to the time of com- 
pleted construction of the canal, a commission of examination and 
inspection whose remuneration shall be at the charge of your company. 
This commission of examination appears to us to be absolutely justi- 
Hed by the considemble interest w^hich the liquidator preserves in the 
new company, and can be for your company, and for the stockholders, 
only a guaranty and a safeguard which they should be the first to 
welcome, 

2. The preferential light to subscribe to half of the pre.tont money 
capital ot 60,000,000 and the totality of future issues in case of 
increase of the capital has been reserved for the benefit of the stock- 
holders and bondholders of the old company. 

The right to subsdibe to half of the present capital of this company 
has been exercised in part, and those who have made use of that privi- 
lege appear to-day among you. The other subscribers have given their 
adhesion with perfect knowledge of the right of preference as to the 
future increase of the capital. This agreement seems to us perfectly 
lawful; we do not think it requires any observation from us. 

It is but another proof of the ties which will bind the new company 
to those interested in the old company, and the facilities which are 
accorded to them can not be other than favorably received. 

3. Finally, and this, properly speaking, is the only advantage which' 
results from the bv-laws, the liquidator as such, has had accorded to 
him 60 per cent of the net profits of the enterprise. 

The liquidation does not ask of the new capital any present. ^crifice 
by way of immediate payment in money, by way of paid-up shares 
coming into equal considei-ation with the shares subscribed in money, 
in addition to the charges imposed by the Government of Colombia. 
It is only upon the development of the work and upon the profits to 
arise when once the canal is constructed and open to public use that 
the liquidation asks a participation, becoming thus your associate and 
accepting the risks of the enterprise in oi-der to receive with you the 
hoped-for profits. 

As to that proportion of 60 per cent, it is to be noted in the begin- 
ning that it is to be calculated on the net profits only, according to 
the terms of article 51; that is to say, after the payment of the fol- 
lowing charges: 

1. The participation stipulated in favor of the Colombian (xovern- 
inent; 

'2. The general expenses of all kinds and the expenses growing out 
of bond issues; 

a. The legal reserve fixed by the law; 

4. The payment of 5 per cent of the company capital, in order to 
constitute a sinking fund, as also to serve as an interest on the shares 
of the capital stock; and 

5. The remunemtion at 5 per cent of the council of administration. 
This concession of 60 per cent, with the deductions aforesaid, and 
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which include, it is important to insist, the tailing out of 5 per cent of 
the company capital, present or future, in the way of interest or sink- 
ing fund, appears to us to correspond very exactly with the respective 
rightji of the old and the new company. We consider it perfectly 
equitable. 

We conclude, then, with recommending that you a«<!ept the contri- 
hution of the liquidator and approve the elau.«es and provisions con- 
cerning it. 



It remains, however, to treat of a special and important question. 

Up to the present we have discussed and commented upon the 
clauses and conditions of the contribution applicable from the constitu- 
tion of your company, and which will be maintained if it succeeds in 
accomplishing the object of its constitution, and pursues the construc- 
tion of the canal. 

But on the side of that principal situation, which we hope, as you do, 
will he the only one to be dealt with, the by-laws have provided for a 
subsidiary hypothesis, that of your not being able to construct the 
canal, and for the event of that hypothesis bemg realized in spite of 
all etforts, there have been provided special agreements so far as con- 
cerns the rights of the liquidation as to the railroad from Panama to 
Colon. 

We think we sliould, for gi'eater clearness, reproduce here in bold 
type article 5, paragraph 4, and ai'ticle 75 of the by-laws: 

These provisions are veiy clear. 

Your company will have, from the day of its constitution, the owner- 
ship of the rights of the liquidator as to the Panama Kailroad; it alone 
will have the enjoyment and exercise of them, and there is not imposed 
upon it at present any charge except those of which we have already 
given you an account. 

Only, according to future events, the conditions under which the 
transmission of these rights is made to you may \ar\-. 

If, after the experimental period and the serious recommencing of 
the works, which will constitute the first phasic of your company's 
existence, you iind yourselves in a position to pui-sue the accomplish- 
ment of the canal, the contribution by M. Gautron as to the Fanaoia 
Railroad will remain pure and simple. Your company will have 
nothing to pay to the liquidation ami it will remain proprietor of the 
rights in question, except for the forfeiture, in case it should notcarrv 
out its engagements. If, on the contrary, when this phase shall I'eact 
its end, the necessary provision for the accomplishment of the canal 
shall not be made, we will still preserve the rights as to the Panama 
Railroad, but your company will have— 

1. To pay to the liquidation an indemnity of :iO. 000,00(1 francs; 

2. To give it one-half of its profits without suhtmction other than 
those provided for in pai'agraphs 'A and 3 of article 51 of the by-laws. 

We remark, in the beginning, that the part of the profits reserved to 
the liquidation in this subsidiary hypothesis differs considerably from 
that which is assured to it in case the enterprise shall pursue its 
noiTQal development. 

In the latter case the part of the benefits is the 60 per cent of that 
which remains after the stockholders of your company have taken out, 
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by way of interost or i^iiiking fund, a sum equal to 5 per cent of the 
amount of the company's capital. In the suhsidiarv nypothesia the 
part of the lic|uidation is o(( per cent of the gro^M reci-ipts, with 
the sole deduction of expenses of all kinds and the legal reserve, with- 
out any subtraction for interest and sinking fund. Those ispecial 
conditions are, then, nmch more onerous. 

Are they equitable? That is what we have to deteiTiiine, 
U'e cannot pass over in silence the reasonings concerning the Pan- 
ama Railroad contained in the judgment dated the 8th of August, 
1894, by which the tribunal of the Seine has rejected the tierce oppo- 
sitions directi'd against the approval of your by-laws. 

ConsiderinR, «o far an coiieems more ei<))eLialh the contnbution. of the righta as 
to the railroad frimi Panama to Colon, that it la ac esseniial condition and baeie of 
the np w fombination, not only on aivount of the iieceHsarv lurrelation of the two 
enterpriiNiS, but hec-ause it permits to be aiMured a It^itiinate remuneration to the 
capital of the new company, in caae the accomplishment '>f the canal should l:>e 
definitively ahuidoned; that it Ih important to note that the <.e»tionof these riKht^ is 
only conditional; that they will return to the liquidation if the atcomplishment of 
the canal, having been decided hy the general nieetinit, it can not be terminated by 
the time fixed in the act uf conce»>ion; that thie forfeiture guarantees completely, on 
that hypothesis, the interest of the li(|uidatioi), and that no criticium can be, or la, 
directetl a^inst the by-laws untter that head; that it i^ the ^aine so far as eo<)l^ern8 
^e contribution to the new contnany of the vaid rijihts in i-okh of the completion of 
the canal; that the revenues of the railroail will aiid in that caw to the producls of 
the canal, and will lienefit conw-quently the liquidation ta which is coni^ded three- 
fifthH of the profits of tlieumlertakin):; that if thene rich tn are to remain the property 
of the new company, in case the ite'ieral meeting shoul<l not take the steps necessary 
for the acconipiishment of the canal, the liquidation will, on that hypothesis, not 
ns«ve merely, as the tierce op|Hjfiant seems to believe, an indemnity of 20,000,000 
francs, but a half share of the i>rofit»; that the only ileductions authorized in that 
case lieiiig those of the expen!<e of maintenance and operation, expenses of adniin- 
istmtion and the taking out uf a twentieth fur a reserve, the share of the new cora- 
iiany in the revenues of the railroaii will not exived what will be paid to the 
liquiflation; that it will ))e the less to he feare<t that the company will renounce for 
such airmail remuneration the accomplishment of the canal, with the purpose of con- 
fining itself to the u|>eration of the Panama Kailmad; because the works and annui- 
ties paid to the Colombian (ioveniment, addcil to the indemnity of 20,000,000 will 
have, at that moment, ahsortted the totality of ite cash capital in such a fashion that 
the company will have found that it has houghl at nearly 80,000,000 the one-half 
of the revenues of the railroad; that the apprehensions manifeste<l bv Couaillier are 
then without foundation; that the rights as to the Panama Kailroad have, it is tnie, 
been Ixtnght by the Panama company for 9i), 000,000 francs, but it is shown that the 
price was very considerably raiseil by speculation, as also that the revenues of the 
railroad were artificially increased; 

That, if it is leijilimale to ex[)ect in the future a remunerative revenue, it has none 
the lews l)een demonstrated that the sale en bloc for 20,000,000 franoe of the half 
of that revenue constitutes a transaction altogether to the advantage of the liquida- 

As you see, the tribunal has done justice l)oth to the argument drawn 
from the purchase price of y3,*KH).(MH> francs by the old company, and 
all the other pretexts invoked by the opposants to make out that the 
liquidator has not required enough. 

But your commissaires and your general meeting stand at a point of 
view al>solutely opposite, and it is our business to-day to examine, on 
the other hand, whether the requirements of the liquidator have re- 
mained within reasonable limits. 

It would not be so if, as the tribunal states, vour company was ex- 
posed to the purchase, at nearly 80,000,000, oi the half of the reve- 
nues of the railroad. 

That sum can not be reached in any case, since yonr cash capital is 
60,000,(X)0. 
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On the other hand, one should not consider, as nmbing part of the 
price of purchase of the rights to the railroad, the sums which your 
company proposes to expt'ud to accomplish the construction of the 
canal. That is an enterprise the extent of which you should not de- 
ceive yourselves about. 

The loss which you maj' incur should not enter into account after 
to-day in calculating the compensation representing a sjiecial part of 
the contribution of the liquidator. , 

What is tnie is that your company, in paying to the liquidator an 
indemnity of :iO.")0(),(,H.iO, while it will receive the one-half of the profits, 
is proceeding in leality on the footing of 40,OUO,0(M) for the railroad. 

This should be the basis of our reasonings. After what we have 
stated above on the siibiect of the mone}' value and the present con- 
dition of the railroad, the facts can not be dissembled that the irlti- 
mate conditions here are a little severe. 

But the matter ought not to be looked upon a.s a cession pure and 
simple at a price delated and agreed upon. It is diminished ny other 
considerations which wehave aii"eady briefly indicated and shall develop. 

Properly speaking, there is not a question of a price, but of an 
indemnity. The by-laws say that expressly. 

This indenmity was stipulated by the liquidator for the case in which 
your company will not constriict the canal. It has altogether the char- 
acter of a penal clause, and it appears legitimate that the figure should 
be very high. Indeed, the stopping of your enterprise would expose 
the gi'eater part of the assets w^hicn the liquidator has cootributt'd to 
you to ^rave consequences. 

The rights as to the Panama Railroad preserving on every hypothe- 
sis their value, it is proper that the liquidator has consented to trans- 
fer them to you only upon assuring an indemnity equal to the maximum 
value which thej' may nave. 

On the other hand, it is to your interest to consent to pay ulti- 
mately this indemnity, for the purpose of obtaining the certainty of 
preserving by definitive and irrevocable ownerehip the rights of the 
railroad, in case you may have difficulty as to ,the construction of the 
canal. We shall speak here only with a certain reserve of the state 
of atfairs to which we have already made allusion, and which is very 
well known to all persons familiar with the matter of Panama. The 
railroad is an important factor of everv great enterprise to be carried 
on upon the Isthmus. The ultimate destinies of every way of com- 
munication between the two oceans are bound up. at least in part, 
with those of the raili-oad. You will assure the future, whatever may 
happen, in obtaining as to the Panama Kailroad a great infiuence. 
You will thus respond to the original idea which caused the formation 
of vour company, and which consists in making all possible efforts in 
order that an 'enterprise which has already cost so much of French 
savings should not attain its conclusion except with their concurrence. 

If these reasons seem to you well foundtid you will approve the 
special conditions of this paragraph, as welt as the general conditions 
of the contribution of M. Gautron. 

VI. 

Article 52 attributes to the benefit of the council of administration 
5 per cent of the net profits of the company before the division among 
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the shareholders and the liquidator of the old company. It is equit- 
able that the persons who will carry on the companj- shall have an 
interest in the results which it is to pi-oduce. 

This provision is customary, and the amount adopted and inserted 
in your by-laws should be ratified by you. 

VII. 

In conclusion, gentlemen, we have exhibited to you. a little tedi- 
ously, perhaps, all the points to which the commission which you have 
given us makes it our dutv to call to j'our attention. We should 
depart from our rSle if we should discuss in this I'eport the future of 
the enterprise to which you have given your support. 

The past imposes upon us the greatest resei-ve. But we can say, 
what our profound examination has confirmed for us, that is, that 
your company is created under conditions of prudence, that it is sur- 
rounded by measures of inspection and control which we think will 
attract confidence and will permit it t« pursue and accomplish the 
work of reconstruction in view of which it has been established. 

We are unanimouslv of opinion that the provisions contained in 
the by-laws, and whict establish on behalf of the Colombian Oot- 
ernment, of the liquidation, and of the future administrators particular 
advantages, ought to be approved b}' j'ou. 

Paris, October 8, 1894. 

The three verifying commissioners: 

Ed. Fodgeu. 
Ch. Gouiwhaux. 
G. Focr6. 
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EXHIBIT N. 



Gentlemen: You ai-e met in ordinary general assembly to receive 
an explanation of the operations of the company during its first activ- 
ity, the duration of which has been eight niontns and ten days, since 
tlie 21st of October, 1894, the date of its definitive constitution, and up 
to the 30th of June, 1895. You will have to pass upon the accounts 
involved in such operations and upon the proposition which we shall 
have the honor to submit to you, 

I. 

It is proper to go over, in the beginning, the particular circum- 
stances in which our company was formed. 

By the terms of article 1 of the contract of prorogation of April 5, 
1893, the termination of the Panama Canal concession was to ensue if 
a new company for its construction should not be formed before Octo- 
ber 31, 1894, and "if the work of excavation was not undertaken in 
a serious and permanent manner before that date." 

It is not without difficulty that the promoters of the new company 
have been able to attain their object within the necessary time. The 
subscription of the greater part of the capital resulted from proceed- 
ings whose validity was submitted to judicial sanction and legal delay- 
Thanks to the care and activity of the judicial officere, no unfavorable 
incident has occuired, and j'our company was able to validly constitute 
itself on the 21st of October, 1894, ten days before the explication of 
the period referred to. 

The uncertainty which existed up to the last moment, gentlemen, 
forbade either the contracting of any engagement in the name of the 
company in process of formation, or to take the steps which ai-e ordi- 
narily taken to assure from its commencement the operations of the 
future company. It was therefore necessary the day after its consti 
tutioM to improvise all the elements of an organization, which it was 
impossible to preiwire in advance, even as to matters the most indis- 
pensable. 

But, thanks to the foresight of the promoters and the concurrence 
of the liquidator of the Universal Company, we have been able rapidly 
and with success to safeguard your interests in Colombia. 

From the 22d of October the council of administration, by cable- 

fram, accredited as its repi-esentative near the Colombian Government 
[. Mancini, formerly charge d'affaires of the French Republic, who 
already exercised the same function for the liquidation of tne old com- 
pany. It charged him to officially notify the Government of Bogota 
of the formation of the new company and to present the documents 
previously sent to our agent. At the same time the minister of for- 
eign affairs of the French Republic was good enough, upon our appli- 
cation, to instruct the minister of Fi-ance at Bogora t« make the same 
communication. 
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The 23d and 31st of October M. Maico F. Suarez. minister of for- 
eign affairs for the Kepublic of Colombia, answered tliese notifications 
by dispatches, recognizing without reservation the constitution in due 
time of our company. Tnese dispatches were inserted in the "Oficial 
Journal" of Bogota, together with the complete text of our by-laws. 
On his part, M. Mallarino, minister of Colombia at Paris, gave us the 
most satisfuctory assurances of the disposition of his Government. 

The second condition imposed by the contract of prorogation — that 
is to say, the "taking up of the work of excavation in a serious and 
permanent manner" — has likewise beep fullilled in due time. A cable- 
gram, announced in advance by instructions of the liquidator to the 
director of his business on the Isthmus, has permitted to be prepared 
the reopening of the workshops and their being put into activity at 
the desired moment with a sufficient number of workmen. 

The new company thus found itself in perfect conformity with the 
clauses of the documents of prorogation, and a new period of ten 
years for the execution of the canal commenced to run on the ii2d of 
October, 1894. 

We think well to add that we have had but to acquiesce under all 
circumstances as to our relations with the Colombian Government. 
The questions which the installation and carrying on of our operations 
on the Isthmus have given rise to, have been settled in a spirit of lofty 
equity, and to our satisfaction. We confidently expect to find always 
the same justice and the same good will from the Colombian Govern- 
ment which marks the close of the difficulties of the task we have 
undertaken, and will certainly aid us to surmount them in the interest 
of the future of Colombia, and to develop the commerce of the world. 

II. 

One of the constitutive elements of the contribution made by the 
liquidator of the old company of the interoceanic canal to our com- 

Eany was represented by 68,534 shares of "Panama Railroad," which 
ave been transmitted to us with the reservations and conditions 
embodied on that subject in our by-laws. 

The situation of this matter, generally little understood, was far 
from being satisfactory when our company was formed. We think that 
to give you the data to understand it properly it will not be useless to 
go over here the general points of its constitution and the principal 
phases of its development. 

We do not need to return to the principal considerations which have 
been the motive for the conti'ibution of these shares to our company. 
They have been communicated in the report of the commissaires to 
your second genera! constitutive meeting, which explains the natural 
corelations existing between the two entei-prises. 

Created in 1849, under the form of an anonymous company, by virtue 
of a charter delivered by the State of New York for the purpose of 
favoring and facilitating the commerce of the United States at a time 
when there existed no milroad connecting the coasts of the Atlantic 
and Pacific, "the Panama Uailroad Company" had for its object the 
operation of a railroad of Hi kilometers, wliich has opened to inter- 
national commerce the Panama route. 

The concession granted to the company in the beginning by the 
Republic of New Granada was confirmed later by the Colombian Gov- 



■,e-.ooi^fc 



PANAMA CANAL TITLE. 261 

ernment. By the terms of its by-laws it is administered by a council 
which sits in New York. It tinds itself, by rirtue of its constitution 
and treaties, placed, as does the way across the Isthmus, under the 
rule and protection of the laws of the United States. 

Outside of its stock capital, which is $7,0()U.0O0 divided into 70,000 
shares of ¥100 each, "the Panama Railroad Company" has issued two 
sets of bonds, the intei-est on which has required for the last year the 
sum of $360,000, the bonds in circulation, representing on the 31st of 
December, 1894, a capital of $i,669,0()0, after deducting bonds paid, 
bought in, or remaining in the hands of the company. 

One of these bond issues, which is at 1 per cent interest, and which 
has not been paid, is protected by a general mortgage on the immova- 
ble property of the company. Sufficient provision has not been made 
to assure the reimbursement which falls due for the whole on the 10th 
of October, 1807. 

The other issue is at 6 per cent, redeemable in twentj' -eight j'ears. 
from 1881 to 11*08, by annual payments which the opeiution of the road 
provides for with regularity. The carrying on of the railroad from 
Colon to Panama, commenced in 1855. has produced, from the begin- 
ning, brilliant resnlts, and the period elapsing up to 18f}9 was very 
prosperous. 

The opening of the first transcontinental lines modified these gen- 
eral conditions of traffic by the Isthmus. It has resulted in greatly 
reducing the rate of transport by the Panama Railroad, and to impel 
that company to seek the alliance and concurrence of companies oper- 
ating vessels on the Atlantic as well as on the Pacific. 

It was thus that in 1x72, 1875. and 1878 arrangements took place 
between the Panama Railroad and the Pacific Mail Steamship Com- 
pany, with the effect of regulating the conditions of tmffic by the 
Isthmus. To understand from the point of view of transportation, the 
results of the regime inaugurated in 1872 in the opemtion of that rail- 
road, it is proper to omit the period fi-om 1881 to 1889, which was 
favoi'ed by the exceptional amount of ti-avelers and merchandises dur- 
ing the works of the old company of the Interoceanic Canal. It 
appears that, omitting that abnornial element, the traffic of the rail- 
road doubled during the period of twenty years,which followed 1873, 
without the annual amount of receipts of transportation having been 
perceptibly increased. 

We shall give to the caiTying on of the railroad its true character 
by relating here that during that period of twenty j'ears the expenses 
of opei-ation following the development of traffic, increased dispropor- 
tionately. The consequence was the obvious diminution of the pi'ofits 
of carrying on the road from the commencement to the end of that 
period. 

In the first months of 1893 the last agreement concluded with the 
Pacific Mail ended without its having been possible to renew it before 
its expiration, upon acceptable conditions. The Pacific Mail then 
ceased carrying on the maritime part of the business upon a common 
tariff of rates. More than that, it claimed that the agreement of 1872 
allowed it certain privileges without reciprocity as to tmfGc between 
Panama and Acapuico, and it inti-oduced upon that subject a proceed- 
ing before the tribunal of New York. The rupture of relations with 
the ship company, which had assured up to that time the regular 
service of the route by the Isthmus between the coasts of the United 
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States on the Atlantic aod the Pacitic, imposed upon the Panama Rail- 
road Company the obligation to maintain a line of vessels on each of 
the two oceans from New York to Colon and from Panama to San 
Francisco. 

The carrying on of the two lines by sea in connection with the rail- 
road has been maintained with a loss. However, the organization of 
these maritime services has permitted the company to preserve prac- 
tically the amount of traffic of the railroad before the reductions of 
rates which it has been compelled to make, produced an important 
diminution in its receipts. 

In conclusion, the last two periods of opemtion of 1S93 and 1894 
have been much the most unfavorable since the beginning. The car- 
rying on of the railroad during those two periods has leM, according 
to the accounts of the company, an excess of receipts of ^298,885, 
after payment of all its expenses, including interest on the bonds. 
But this excess of receipts nas been employed wholly to cover the 
losses arising from the two lines of vessels, the amount of which has 
risen to a total practicall}' equal to that. 

The negotiations undertaken and broken off at different times during 
three j'ears with the Pacific Mail Company have continued during 1895. 
They have been conducted by the council of administration of the 
Panama Railroad with a persevering ability to which we are glad to 
render homage. A telegram, dated the 16th of the present month, 
has informed us that these laborious negotiations are about to result in 
the signing of an agreement. This happy solution, which will carry 
with it the suppression of the maritime service which the company has 
organized on the Pacific, will iaiprove the general results of its opera- 
tion. 

In the coni-se of those neo'otiations the opemtions of 1895 have pro- 
ceeded under always difficuft conditions. However, thanks to an abun- 
dant crop of coffee in Central America and to other favorable circum- 
stances, the movement of the receipts of the traffic of the railroad for 
the three first quarters of the current year is sensibly increased, com- 
pared with the corresponding figures of the preceding year. On the 
other hand, the measures taken bj' the council of administration of the 
Panama Railroad with a view to diminishing expenses have already 
produced salutary results. 

It is not permitted to us to state the ultimate result of the operations 
of the current year , the accounts of which can not be communicated to 
us before next March, There is, however, reason to think that, not- 
withstanding the sacrifices required by the maintenance of the two 
lines of vessels, the results of the operation of the raih-oad in 1895 will 
be more satisfactory than those of the operations of the two previous 
years. 

But in the meantime the Panama Railroad Company is required to 
reserve all its financial ability and put itself in a condition to meet the 
falling due of bonds in 1897. It can not think then of executing with 
its own resources, nor by an appeal for a loan, the work required on 
the Pacific for an improved port. As has been said to you by the 
commissaire having to do with the contributions, the enterprise of the 
construction of the canal can not be indifferent to the proper carrying 
on of the railroad company. More than that, our constant care is to 
attract the commercial currents to the Panama route in order to assure 
for the canal, from its opening to navigation, an immediate traffic. 
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We oonwidpr it then indispensable to lend our aid to the Panama Rail- 
road to remedy the grave defects of the railroad, even if for that it is 
necessary to make an advance of funds to a limited extent. 

In the present state of affairs the lack of constructions renders the 
port of Panama altogether insufficient. The shallowness of the water 
prevents reaching the wharves of the Panama Railroad. Ships are 
obliged to cast anchor several kilometera from shore, under the pro- 
tection of the Naos Islands, and the cargoes, on arriving or departing, 
arejaden, unladen, and transported on Tighter. These operations are 
tedious, costly, and seldom sure. There result losses of time to the 
vessels, risks of loss of the merchandise, and finally a double handling, 
which adds to the charge of tmnsportation by way of the Isthmus. 
The council of administration of the Panama Railroad Company is 
probably occupied in trying to remedy these conditions, so unfavor- 
able from the point of view of the development of traffic. To that 
end it has proceeded to examinations having in view the creation of a 
port at La Boca, at the point where the canal opens on the Pacific and 
which is already connected with Parama by a branch i-ailroad estab- 
lished by the Old Panama Canal Corapanj'. The execution of this 
project will permit ships to discharge themselves directly opposite the 
railroad. 

The e-xpenses for this purpose is calculated at about 5,000,000 francs. 

The examination of the ways and means to be employed for assur- 
ing the execution of that project has led the Panama &iilroad to ask 
us to lend it, in some manner to be determined, the sum of 5,000,000 
franes, representing the amount of the aforesaid expenses. We con- 
sider that it is in conformity with your interest to make the advance 
in question on certain conditions, and if possible with special guaran- 
tees. Consequently we shall ask you to give by particular resolution 
the authorization necessary for that purpose. 

III. 

We take up now, gentlemen, the principal object of your company, 
which is the construction of the Panama Canal. 

We are going to set before you as completely as is possible to us 
the progress of our examinations, and of our operations on the Isth- 
mus, the results obtained up to June 30, and theliopes they permit us 
to conceive of the future ot the enterprise. 

We have taken possession of a domain of 14,000 to 15,000 hectares, 
that is: 

(1) A strip of 2(X) meters wide on each side of the canal, granfe^d 
from the public lands bj- the law of concession of the 18th of May, 
1878; 

(2) Lands of Christopher Columbus, conquered from the sea by 
different private owner's, acquired by the old company, and of which a 
large part has the character of private ownership and can be disposed of. 

Since the cessation of the works numerous occupants have estab- 
lished themselves on these lands and have cleared a part. By the 
teims of article 3 of the contract of prorogation of December 26, 1800, 
the Colombian Government has obliged itself to lend its active aid to 
put an end to these usurpations. Our agents have given all their 
energy lo the accomplishment of this difficult task, endeavoring to 
avoid, as far as possible, litigation. 
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On the SOtli of Jtme SOf) affairs of this Itind were already ><ettled. 
This work proceeds in a satisfaotoiy manner. 

IV. 

The immovable constructed properties existing on the Isthmns are 
very numerous. They consist of tmildings for bureaus, workshops 
and storehouses, ho.spitals, dwelling houses for the agents, barracks 
an<] camps for the «'orkmen, together with quite a large number of con- 
structions not devoted to the business of the entei-prise. susceptible of 
being i-ented and constituting, as does a portion ot the lands, a pri\'ate 
and dispensable property. 

The condition of preservation of these different consti'uctions \aries. 
It nevertheless can be considei-ed as certain that at nearly all points 
along the canal the construction is in a good state of preservation, sus- 
ceptiljle of being repaired at little expense, and sullicienth" ample to 
accommodate the personnel, administrative and technical, as well as 
the workmen, even in the periods of most activity of the works. The 
making of new constructions will be necessary only at a small number 
of places whei'e the works not provided for by the old company may 
require them. 

The distribution of drinkable water, of the greatest importance from 
a hygienic point of view, proceeds wherever it is necessary. It will 
be easy to provide, when necessar}', for any new requirements in that 
respect. 

The houses not used in connection with the works, especially at 
Colon, are rented, and produce a revenue which diminishes our expenses 
of caring for our property, and are, besides, moderate. 



We have also taken possession of the mati^riel accumulated on the 
Isthmus at great expense, which constitutes an inseparable accessoiy 
of the concession. The liquidation perfectly understood the necessity 
of preservinjT this portion of its assets, which, while without realizable 
commercial value, must facilitate greatly the recommencement of the 
works. It took care to collect the scattered objects at the woikshops 
and to classify them. 

Without speaking of the workshops for repair, well made and on 
an extensive plan, the following table will give you an idea of the 
materiel of the working appai'atus: 

Marine and river dredges 35 

Lighters and Bteam launches - 26 

Boate with valve appliances 40 

Excavators of different kinds ; 88 

Loi^omotivee of gauge of 1.52 meters 253 

Eailway cars ot gauge of 1.52 meters 6,008 

Kilometers of track of gauge 1.52 meters 1 500 

Locomotives, narroiv gauge - 14 

Small care ( Decauville ) 7, 449 

Kilometers of road (Decauville) 110 

Locomobiles 169 

Steam and hand windlasses - - 254 

Skiffs 44 

Derricks 278 

Flatboats 81 
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With some exceptions, the niimber of these machines api>ears to be 
sufficient for the coiisti-uction of the canal. There will be, then, to buy 
only a tertain niimbev of iiiachiiieH and tools. which the old company 
did not have and the employment of which will produce an economy 
in the execution of the works. The materiel in general has been and 
continues to be well cai-ed for. 

VI. 

You will understand, gentlemen, that we would not have undertaken 
the difficult task which has been confided to us if we had not been pre- 
viously assured by the opinion of a very honorable engineer, and one 
of unquestionable ability, that the accomplishment of the canal was 
not beyond the strength and devotion of men firmlj' re.-^olved to under- 
take that great work. 

From the month of August. 1894, the promoters of the new under- 
taking had applied to M. de la Tournerie, inspector-general, who had 
acquired, as president of the general council of roads and bridges, an 
exceptional experience of large works. 

He made his reply after a profound examination of the business. 
After a complete study of all the documents of which be could possess 
himself, he is convinced that the accomplishment of the canal can be 
effected in the first days of October, 1894, and he accepted in princi- 
ple the presidency of the technical committee pi"ovidea bj- article 31 
of the by-laws, 

Imniediatelj- after the constitution of your company, M. de la Tour- 
nerie entered upon his duties, and we have occupied ourselves in form- 
ing a personnel of engineers and constructors to send to the Isthmus. 
The memories of the past have rendered this recruiting difficult, and 
time was necessary to prepare instructions and establish a perfect 
understanding with the engineers. They embarked at St, Nazaire on the 
9th of December, 18!t4, and arrived at Colon the 30th of the same month. 

Up to that date the continuation of the works on behalf of the new 
company had been assured by the personnel of the liquidation of the 
old company. 

The transfer of the business took place on the 7th of January, 1S95, 
without any difficulty, and conformably to instructions arranged 
between the liquidator and our company. 

The president of the technical committee went to the Isthmus, 
aec'ompanied by the administrator of the company, in order to settle by 
personal inspection their own views and to complete the instructions 
given to the local personnel. 

After having left the Isthmus, and in order to make use of all means 
of information, these gentlemen made a visit to examine the canal in 
course of constmction from Chicago to the Mississippi, some maritime 
canals from Amsterdam to the sea, from the Baltic to the North Sea, 
and from Liverpool to Manchester, 

The preliminarv studies and experiments which we have mentioned 
have peraiitted the president of the technical committee to map out 
the outlines of the enterprise. 

VII. 

We do not need to remind you. gentlemen, that the construction of 
a canal at sea level seems to be out of the question. The experience, 
80 dearly purchased, has demonstrated that such a work would entail 
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an excessive expense and require a considerable lapse of time. Every- 
one appears to be in aceoid at present in this respect. 

There is no question, then, as to a canal with locks. 

This being so, there have been numerous projects. The first waa 
prepared by the old company at the time when it was compelled to 
renounce its original conception of a sea-level canal. 

Another project was elaborated bv the commission instituted by M, 
Brunet, liquidator, under the presidency of M. Guillemain, inspector- 
general of roads and bridges. The question was taken up again by a 
great number of engineers, who have submitted useful Ideas and pro- 
posed ingenious solutions of such and such particular problems. We 
shall owe much to the works of our predecessors. But investigations 
were necessary to determine the details, and have required long and 
minute studies upon the site. The commission presided over by 
M. Guillemain recognized this formalh" so far as it concerned it, and 
we can, without temeritj-, we think, extend this declaration to the 
other projects whose authors have not been able to consecrate to such 
difficult studies the time and money necessary. 

The two principal difficulties tliat the execution of the canal pre- 
sents are the cut of Culebm and the management of the waters of the 
Chagres. To-day the majority of technical men considei' that these 
difficulties should l)e overcome in the following manner: 

The valley of the river will be dammed at suibible points selected, 
in order to restrain the waters in such a manner as to form one or sev- 
eral lakes. As a result, the diggings to be made will be much dimin- 
ished, since on a great part of the course, in place of being obliged to 
cut a trench, navigable lakes will be created. These lakes will consti- 
tute at the same time immense reseivoirs, so that the floods of the Cha- 
fres will be received without danger to navigation and for the canal, 
he Chagi-es will cease in this way to be a menace, but will, on the 
contrary, be a valuable auxiliary. Finally, the cuttings will be nearly 
reduced to the cut of Empei'ador and that of Culebra, the length of 
which will be again diminished as a result of the rising of the t^lain 
of water in the basin. 

Thence will result the necessity of changing the present line of the 
Panama Railroad according to a new line to be determined according 
to the exigencies of the inundations. 

On the other hand, the examination of the great maritime canals 
constructed in these latter times and the conditions of carrying them 
on demonstrates that for the security and facility of navigation it is 
indispensable — 

To open, from the beginning, the basin at the locks into two water 
courses; 

To construct locks with two basins, one of them having dimensions 
sufficient to receive the great ships, the types of which have singularly 
increased in these latter times. 

As to supplying the higher water course, several plans have been 
proposed. The question has not jet been definitively settled, but we 
think we should sav to you that it seems to us very desirable to supply 
it by means of met'hanical appliances. 

VIII. 

As you see, our companj' finds itself in the presence of new prob- 
lems, important to be settled. . In perfect accoi'd with M. dc la Tour- 
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nerie, we have thought it was not necessary to live in uncertainty or 
in obscurity as to the ditferent solutions possible. It is for this reason 
that the Isthmus has been covered bv a vast number of operations on 
the land destined to furnish all the fnfoi-mation necessary to examine 
with full knowledge the numerous questions which have to be settled. 

Under these conditions only can take place the deliberations of the 
technical committee, to which will belong, according to article 31 of 
our by-laws, the elaboration of a definitive project. 

We should have seriously neglected our dutv if, giving way to 
natural impatience, we had shortened the perloil of preparation and 
of study. 

The want of success of the efforts of our predecessors has cast upon 
the works doubts which can not be dissipated except on condition of 
presenting to the public a project deliberately conceived, studied with 
scrupulous care, Itept within the limits of moderate expense, and 
answenng, nevertheless, the requirements of traffic. 

It would be an error to believe that one could find in a hasty and 
precipitate development of the works a means of immediately restor- 
ing confidence. 

The period of execution will be all the more short, the progress of 
the works all the more exempt from hesitations, and all false steps or 
expenses, including the interest, will be the less, the more the studies 
shall have been made profound and complete. 

Outside of this line of conduct, rigorous and methodical, it would 
not be jxissible to assign a limit to the expense. 

These studies have been conducted with diligence and witli the 

Sreatest care by the personnel charged with them on the Isthmus; the 
ftta and the results which they have brought to us have been succes- 
sively put into practice. Thej' are at piesent very much advanced, 
and this essential part of the task approaches its teimination, 

IX. 

At the same time that the studies were pursued without intermission, 
we have taken up and developed with all tne activity possible the works 
commenced in tne great cut of the passage of the Cordillera, which 
must be made, whatever project may be definitively adopted. 

But before attacking vigorously uie excavations it was necessary to 
make solid the unsafe masses on the left crest of the cut; otherwise 
grave accidents would be feared. 

In the second place, it was not possible to develop immediatel}' upon 
the whole length of the cut the works of Emperador and Culebi-a, 
because there is encountered in both cases special difficulties which a 
study of the whole and of the special establishments for excavation 
can alone settle surely and economically. 

To-day, thanks to the protective works, we consider the dang'er of 
landslides avoided, and a tentative study, taking into account the expe- 
rience acquired and the matters to be provided for, has permitted to 
be arranged a mode of work which wan-ants ua in countmg upon the 
rapid and sure excavation of a large cubic quantity. 

Finally, it was essential, under pain of proceeding infallibly to an 
irremedfable check of the enterprise on account of the great cost, to 
regulate from the beginning the conduct of the works in a mannei 
to maintain salaries at a reasonable rate. 
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We have emlmrked successfully dui-ing some weeks all the workmen 
who had presented themselves. While we took the precaution not to 
create needs in addition to those of the employment of the laboi' obtain- 
able on the Isthmus, we had, however, in t&e month of April, a first 
embarrassment in that respect. We recognized that our price paid 
was a little low. We kept it very low in the beginning for the pur- 
pose of destroying the illusion of those who looked for a return of the 
extravagance of the past. We have, accordingly, consented to raise 
slightly the price for our work. In the month of August a new mis- 
hap occurred. The company , convinced that the salaries were sufficient, 
resisted, and the workmen returned to the plants on the same condi- 
tions as before. These facts demonstrated that it would have been 
dangerous to give to the workmen at-the start a too active impulse. 
The price of aaj labor would have been too much raised and the total 
expense seriously increased. 

We believe, then, that we acted wisely in proceeding at the begin- 
ning with circumspection and not in developing our plans except a lit- 
tle at a time and in a methodical way, without endeavoring to make 
immediately and regardless of price a large cubic excavation. 

We have thus I'eached the point gi-adually of employing 2,000 
workers. To augment this nuniber we have undertaken to get work- 
men from certain of the Antilles, but the local authorities have thrown 
obstacles in the waj" of emigi-ation. This incident has a little retarded 
our recruiting in requiiing us to seek elsewhere. Four hundred new 
workmen have arrived at Colon. Six hundred others are expected, 
and the effective force is thus i-aised to 3,000 men. 

With this personnel of workmen we intend to vigorously continue 
the works at the cut of Emperador and that at Culebra. A first trench 
or ditch, the lower part or which will be 15 meters wide, will be car- 
ried down to 4 meters below the plane of wat«r in the water course at 
those places. It belongs to the technical committee to determine upon 
this plane, which does not permit us as yet to estimate exactly the 
time for the digging of the ditch. 

This ditch will differ from the final trench only by its less width and 
by a very slight difference in its depth. When it is terminated, the 
possibility of completing the canal, one of the difficulties of which con- 
sisted in crossing the Culebi-a, will no longer be doubtful to anyone, 

X. 

The sanitary administration has been the object of our constant solici- 
tude. We have considered that nothing should cause a neglect in assur- 
ing to the personnel the best hygienic conditions possible and the care 
necessary in case of accident or sickness. 

The sanitary condition has this year been very satisfactory; the 
number of sick has remained below all expectations. Of the two hos- 
pitals possessed by the company we have been able to close that at 
Colon, and we have kept that of Panama, which is more than sufficient 
at present for the needs of the service. 

During the month of June, which is, from a sanitary point of view, 
one of the worst of the year, the number of sick in the hospital did 
not reach 2 per cent of our effective force. 

It seems, oesides. that the salubrity of the country has considerably 
increased during some years. It is possible that this improvement is 
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due to the clearing and cultivation which have taken place since the 
cessation of the works of the old company, 

XI. 

In the course of the explanation which wc have given you as to the 
plants and the worlts we have sufficiently nmnifpsted our opinion as 
to the important rSle which belongs to the technical committee. Such 
is, we think, the true interpretation of article 31 of the by-laws. 
Also, we have not ceased to occupj- ourselves in the formation of that 
committee. 

We have thought that, to facilitate, when the time should come, the 
appeal which we will have to address to French and foreign capital, 
this committee ought to have an international character, and the 
French members should be selected in a broad-minded wav; that is to 
say, at the same time among the engineers of state and among the 
civil engineers. 

The deference due to the Government has induced us to solicit, 
before everything else, authorization to applj" to the engineers of roads 
and bridges in active service. 

Our request was made in .Tuly last. We have since then repeated 
it several times, but by dispatch dated the a9th of November last the 
minister of public works infonns us that he regret^ not being able to 
give us that authorization. 

We have since commenced to take steps, from which we thought it 
our duty to abstain up to this time, in connection with some eminent 
personages, French and foreign, and we expect that the technical 
committee will be shortly constituted. 

XII. 

We have now, gentlemen, to state summarily recent incidents to 
which the project of the Ni<raragua Canal has given rise. 

As you know, an interoceanic communication by Nicaragua has 
been under examination for a long time, and even during the period 
in which the work of the old Universal Company was in the greatest 
activity, divers attempts were made without success, to recommend 
that enterprise to the public authorities of the United States. 

A new effort is being made with the same end in view. 

In the month of January. 1895, the Senate of the United States voted 
a bill tending to constitute a company which would enjoy a guaranty 
or interest given by the Federal (government and would be placed 
under its control. 

This bill was not accepted by the Chamber of Representatives, which, 
however, voted at the end of its session a credit of $20,000 for an 
examination of the project by an official commission. 

The report of the commission has been made. We do not possess 
its text, out, according to analyses published in American papers, it 
will recommend the postponement ot the matter. The opinion of the 
i-ommissionci-s will be that the probable expense would rise to about 
double the figure contemplated by the promoters of the afl'air. and in 
view of the gravity of the difficulties to be overcome it will be neces- 
sary to proceed to new investigations, which would lequire at least 
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eighteen month:^ and entail an expense of $350,000, or nearly 1,800,000 
francs. 

It is not for us to predetermine the decision which will be taken on 
the subject of this aSaJv by the United States. We have confidence 
that that great nation will undei-stand that the universal character of 
the work of Panama can not fail to give all security to the commer- 
cial and political interests of the American people, the sympathies of 
whom we make it our business to cultivate, as we do those of all the 
maritime nations. 

Xlll. 

We have nothing to add to the detailed explanations given you by 
the commissaires of accounts on the balance sheet of June 30, 1895, 
printed at the end of the present report. 

We may mention that tne commission of examination, instituted by 
the liquidator of the Universal Company, in accordance with the pro- 
visions of article 5 of the by-laws, has proceeded to have its creden- 
tials verified. We have gladly placed ourselves at its disposition to 
facilitate the accomplishment of its mission. 

XIV. 

By the terms of article ii2 of the by-laws, the council of administra- 
tion renews itself to the extent of one-third every two years, when its 
members are of the number of 9, 12, or 1-5; and in case the number 
of administi-ators in activity is not exactly divisible by 3, it belongs 
to the general assembly to arrange the matter. 

Your council is at present composed of ten administrators. We 
propose to you to decide that four of them instead of three shall be 
selected by lot before your next annual meeting, which will have to 
vote as to their being replaced or their reelection, 

XV. 

It has appeared to us natural and desirable that the bondholders of 
the old company, interested like you in the accomplishment of the 
canal, should be represented in your council of administration, and 
the constitutive meeting of the 20th of October, ISU-t, has taken action 
inviting us to submit a proposition to that end. 

We nave particularly considered that point, but we have speedily 
recognized the difficulty of proposing to your choice such and such an 
individual selected among the old company bondholders, without raising 
delicate personal questions. 

It is for the bondholders themselves to agree upon the designation 
of their candidates; but the number of persons interested in the old 
company is too great for that to be possible, and the candidates pre- 
sented by a group would never be more than those of a minority. 

We have accordingly thought best to address ourselves to M. Lemar- 
quis, who is, by virtue of his legal commission, the representative of 
all the bondholders without exception. 

This honorable mandataire of justice, approached on this subject, 
has responded that he was readv to join his efforts with ours for the 
accomjAishment of the canal. But he has observed to us that, if the 
accomplishment of that great work created numerous interests com- 
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mon to the stockholders of the new company and his principals, the 
bondholders, he considered that, in order to represent the latter in 
your council with independence, he could not accept the post of man- 
dataire of the stockholders. 

We have recognized those obligations as well founded, and in order 
to respond to the desire expressed by the general a.sseinhly of October 
20, 1894, we propose to you to authorize your council by special res- 
olution to join with itself M. Lemarquis, judicial mandataire of the 
bondholders, to have the right to take part in all the sessions of the 
council of administi-ation with a consultative voice, and to propose 
there 803" measures which he may judge proper. 

We can also delegate to him, by application of article 29 of our by- 
laws, and when we think it for the interest of our company, the whole 
or part of our powers, with the object of utilizing in an effective 
manner the concurrence which he has consented to give us. 

XVI. 

We have endeavored, gentlemen, to present to you an explanation 
as clear and complete as possible of the progress or your affairs. 

You know under what specially difficult ciivumstances your wm- 
pany was created, and how we were called upon to undeiiake the work 
of reconstituting the business of the Panama Canal. We had at the 
beginning everj'thing to do to assure its being carried on, and everj-- 
thing to learn to discover the truth in the midst of the contradictory 
and sometimes impassioned views to which it has in the past given 
rise. 

We have not thought proper to act at all after forming an opinion 
conscientious and reasonable concerning facts, a great number of 
which were little understood or badly interpreted. 

We find the Panama Railroad in a delicate situation. The agree- 
ment to be signed will improve the circumstances of its operation, 
and the establishnient of maritime installations at Panama, which 
depend onlj' upon your vote, will contribute to the development of 
the traffic. 

During the short duration of an administration of eight months we 
have assured the rights resulting from the acts of concession on the 
point of escaping from the liquidation of the old company. We have 
taken xwssession of the lands, immovable properties, the materiel, and 
the works existing on the Isthmus, as w^l as the other parts of the 
contribution. We have looked after the recruiting of the personnel, 
and organized the activities of the new company. \Ve have taken up 
again the works of the canal, and have given to them a methodical 
impulse which belongs to the conducting of a great entei-prise. By 
examinations, pursued with care, we liave disengaged the general lines 
of the solution to be adopted, and prepared the elements to be sub- 
mitted to the deliberations of the technical committee in conformity 
with article 31 of our by-laws, to arrange the definitive project of a 
navigable way susceptible of great traffic. If we do not encounter 
one of those difficulties which defies human foresight, the great trench 
of Culebra will be greatly lowered, and will furnish the demonstration 
that the confident hopes of the promotera and the stockholders of j-our 
company maj" become a realitj'. 

\V e are reaching the end of a penod of examination and organization 
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of plant" whifh appeared to us to lie the indispensable i-ondition of 
»ucfM^. We are now at the |x»int of vigorously attacking ihe works. 
Strong in your .support and your contideix^'e. ne are resolved to pur.sue 
the i-onstruction of the i^anal with all the energy of which we are 
capable. 



Gestlemex: You have met in ordinarj- general meeting, in oon- 
fomiity with article 3ti of the by-lam-. 

Since your laist meeting we have pursued regularly the t-ontinuation 
of the w:orks. notwithstanding the trouble i-aiised on the Isthmus by 
the political liituation and the revolutionary crisis. As in the past, 
our efforts have been concentmted upon the excavation of the great 
central trench, and especially ujwn that part of it at Culebra. 

The <'ubic (|uantity taken out during tne year is l.OSt'.OoO metei-s. 
which carries tbt: total cube excavated since the i-ecomniencement of 
the work bj- the new company to 5,!s.50.li(JO meters for the entire 
trench. The depth of the trench is lowered bv this to an altitude of 
alxiut 45 meters above sea level in the culminatmg part of the trench. 
We arc excavating now on a large scale according to a methodical 
working organization, with a view to the Una! section. The Panama 
Kailroad Conipanv has reported definitely upon its proceedings as to 
the partial deviation of its road between the stations of Culebra and 
Pedro-Miguel, a deviation which we have effected to peraiit us to get 
rid of the part of the miiroad that crossed the trench at the exit from 
the Culebra hill, and which constituted an obstacle to the work of 
excavation. 

As we made known last year, we are continuing in a regular manner 
onr hydrological observations, which are of serious interest for the 
solution of problems concerning the discharges of the Chagrea and its 
affluents, both at low water and during floods. 

The Hanitary condition of our personnel is as satisfactory as possible. 
In a personnel of agents and workmen of about 2,f)00 men, we have to 
deplore only 50 deaths, of which 44 were from causes existing in all 
countries, or from accidents incident to the work; 6 only were due to 
malmlies of the climate. 

The business of 1900-1901 has been particularly marked by our rela- 
tions with the Government of the United States. We come now to 
the part of our report which has to do with those relations. We limit 
ourselves to presenting to you an account of them necessarilj' con- 
densed, but clear and precise. 

You know already fliat we have accepted the principle of a cession 
to the (lovernment of the United States of our concession and of all 
our properties on the Isthmus. 

In execution of a law voted by the Congress on March 3, 1899, the 
President of the United States has appointed a .special Commission 
chained with examining, in all its aspects, the question of the construc- 
tion of an interoceanic canal by one or another of divers routes which 
mav present themselves. 

\ ou are not ignoi-ant that by reason of the formal prohibition stipu- 
lated in article 21 of our law of concession we can not take anyeffect- 
ive action in the way of a sale to the Government of the United 
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States without the authorization of the Colombian Government. 
Through its minister plenipotentiary and envoy extiiiordinary at 
Washington, M. Mai-tinez Silva, the Colombian Government acquainted 
ua, on the 2Sth of March, 1901, with its intention to give to " the canal 
eompany authority to transfer its concession to the Government of 
the United States, upon certain conditions concerning the two Gov- 
ernments." 

This intervention took away the prohibition decreed by the law of 
concession and gave us the power to enter upon negotiations with the 
Government of the United States without compromising ourselves. 

With a view to the carrying on of those negotiations and to furnish 
for them a rational basis, we have made with the greatest care an esti- 
mate of our properties of all kinds on the Isthmus— concession, mate- 
riel, constructions, works, rights as to the railroad, etc. This impor- 
tant work divides itself into articles which, all together, represent a 
considerable sum. 

In transmitting to the president of the Isthmian Canal Commission 
(that is the name of the Commission above mentioned), M. Hutin, 
president of the company, undertook to specify the nature of this 
work. He said especially in his letter dateu October 4, 1901 : 

I desire to add, Mr. President, that these are aimply euma to which we are led by 
a personal valuing which we are making of the different elements, to be discussed 
pro and con in the negotiations, and which, frem the very fact of those negotiations 
between independent parties, can be modified to an extent more or less important. 
This is, then, properly speaking, that first expression of the views of the company to 
which you allude in your letter of May 16 last aa intended to serve aa a basis for dis- 
cUBsion, aa concerns us, in the proposed negotiations — negotiations which we shall 
undertake, believe me, with the greatest dmre to reach a reasonable agreement. "' 

are prepared tocarry to them_, with "■— — ■' - ■- ~'-" -' ■'■"'■ 

concession, hoping that we will find 
desire to reconcile, in an equitable 

These statements seemed of a sort to prevent all misconceptions. 
There has occurred, nevertheless, an incident of which we shall give 
an account. 

The final report of the Isthmian Canal Commission was made to the 
President of the United States at the end of last month. According 
to the findings of that report the Commission declares itself in favor 
of the Nicaragua route, after having, however, set forth faithfully the 
niimeroua advantages of the Panama route. That decision is based 
principally upon this consideration, that the price fixed by the Panama 
Canal Company is so high that the Commission can not recommend its 
acceptance. 

We believe that there is here onlj- a misconception, for the company 
has never intended to fix a price, but only to offer a basis for discus- 
sion. The communications previously received permitted it, besides, 
to count upon tie Commission's lending itself to that discussion. But 
the Commission has considered that its authorization did not extend to 
negotiating, and it has made its report, stating therein as the price 
demanded Dy the company the total of the valuations. 

However this may be, it is important to correct without delay that 
error. It seemed to us that the rejwrt of the Commission furnished a 
means of arriving at that end in a manner such as to leave no room 
for doubt. 

Among other advantages of the Panama route over that of Nicaragua 
the report of the Commission makes prominent a decided economy in 
8751—02—18 



■,enOO^IC 



274 PANAMA CANAL TITLE. 

the cost of construcrtion and an annual economy in the exp<!nses of 
opei'ation. IIpi-c, then, is, outside of the technical advantages, a 
motive of pivf eienco in favor of the Panama Canal. 

We shall ask vou at once to give us all powers to treat with the 
Government of tlie United States under the reservation of submitting 
to your vot« of approval the sum settled upon by the Government of 
the United States and the agont charged by iia to carry on the negotia- 
tions, lint, fi-om the present, we desire to inform you that our nego- 
tiator will receive instructions to declare to the American Government 
that we are ready to make omissions from the valuations which have 
been considered as a fixed and determined piiice from that point of 
view inadmissible, and that we shall otfer to take for the Imsis and 
point of starting for the debate which we ask for and which it will not 
decline, as we believe, the figures and statements contained in the 
findings of the final re^xirt of the Isthmian Canal Commission. We 
shall give, besides, to our agent the power to close the discussion upon 
proposing a fixed price. 

Under these circumstances it seems to us that nothing equivocal can 
exist as to our attitude and our intentions. 

We hope that this simple and categorical offer will have a favorable 
influence upon tb^i future negotiations. On one hand it will raise for 
us a weapon of which we shall not fail to make use, in letting it be 
known that our conciliatory intentions are not accompanied by incon- 
sistent acts. On the other hand, it will bear witness to our confidence 
in the result of a serious valuation of our properties, whatever method 
therefor may be adopted. 

We have to regret to see separate from us, upon this question, our 
honorable colleagues, M. Hutin, president and director-general, and 
M. Choron, admmistrator and director of the works. Their resigna- 
tions, which have been accepted, leave a great void in the council, which 
will preserve the memory of their wisdom and devotion. 

Death has taken from us in the course of the year our colleague, 
M, Rouget, former inspector-genei-al of finance. You will join us in 
rendering to the memory of M. Rouget a sincere testimonial of pro- 
found respect. 

Making use of the right conferred upon us by article 23 of the 
by-laws, we have replaced MM. Hutin and Choron by MM. Forot, 
former comptroller-general of the army, and Bourgeois, former 
receiver of the finances at Paris. We ask you to i-atify these nomina- 
tions, as well as that of M. Richmann, whom we have called to the 
council upon the death of M. Rouget. M. Richmann is recommended 
to your election by long services rendei'ed in the administration of the 
finances, where he recently occupied the high post of central receiver 
of the department of the Seine. 

We asK of you also, by way of completing the council, to be good 
enough to select for the office of administrator M. Gueydan, former 
negotiator with the United States. 

Gentlemen, it appears to us supei-fluous to call your attention to the 
resolution which is submitted to you on the sutjject of the attitude 
to be taken with regai-d to the Government of the United States, 
After a conscientious examination of the situation we have arrived at 
this conviction, that no other method of negotiations is adapted to the 
circumstances. 

It is true, and we should call your attention to it, that the solution we 
propose does not depend exclusivol3' upon the agreement to be reached 
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between our company and the great American Republic. This solu- 
tion is subjected, besides, to the arrangements to be concluded between 
the Government at Washington and tie United States of Colombia. 

But, at least, in the sphere which belongs to us, we have done what 
is demanded, not only by your interests out by those that take their 
origin in the old Panama Canal Company. 

[Here follow four resolutions, one approving the accounts as 
reported, two concerning current business, including the election of 
the officers above referred to, and the other as below:] 

The general meeting, after having heard the report of the council 
of administration, approves the conclusions of that report and gives 
all powers to its council of administration to negotiate the cession of 
the properties, concessions, privileges, etc., of the company and to 
contract, under the reservation of ratification by the stocKboldei's. 



EXHIBIT O. 



August 2, 1901. 



[Taken from the miautee ol the clerk ol the clvi) tribunal of fliM Inetence of the depmUneiit o( the 
Seine, sitting at the palace of justice, Paris.] 

The civil tribunal of first instance of the department of the Seine, 
in session in the palace of justice in Paris, rendered in the chamber of 
the council the decision, the tenor of which is as follows: 

The tribunal assembled in the chamber of the council in view: First, 
of the request presented by Gautron in his official capacity, signed by 
Bi^ville, attorney, and the tenor of which is as follows: 

To MM. the President and Judges composing the chamber of the 
council of the civil tribunal of the Seine: 

M. P. Gautron, liquidator of the Compagnie L'niverselle du Canal 
Interoci&inique de Panama, residing at the seat of the liquidation. 
Rue de la Chauss^e d'Antin No. 42, M. Bi^ville acting as his attorney, 
has the honor to state to you: 

That the judgment of tiie civil tribunal of the Seine dated February 
4, 1889, which declared the dissolution and the placing in liquidation of 
the Soci€t4 du Canal Interoc^nique de Panama, has appointed M. 
Joseph Brunet as liquidator of the said company with the most extended 
powers, especially to cede or contribute to any new company all or part 
of the coi'porate assets, to make or mtify with the contractors of the 
Panama Canal all agreements for the purpose of insuring the continu- 
ation of the works, and of contracting loans and furnishing all guar- 
antees thereto; 

That the tribunal said that, in case of the disability of the appointed 
liquidator, his place should be filled by the usual methods; 

That it thereupon authorized him to solicit in the same waj- all 
special powers which should be necessary for the fulfillment of his 
mussion, and if he judged it useful, the addition of one or more 
liquidators; 

That M. Achille Monchicourt was named assistant liquidator of the 
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Compagnie Universelle du Canal Interoceanique de Panama by the 
judgment of the chamber of the council dated February 13, 1890; 

That after the resignation of M. Brunei, M. Achille Monohicourt 
solicited and obtained the addition of M. Gauti-on joint liquidator by 
the terms of a judgment of the chamber of the council of July 21, 1893; 

That in consequence of the death of M. Achille Monchicourt, M. 
Gautron remained the sole liquidator; 

That the liquidation of the Compagnie Univeinelle du Canal Inter- 
oceanique de Panama is at this moment confronted with negotiations 
entered into by the Compagnie Nouvelle du Canal de Panama with the 
Government of the United States of North America and with the 
eventuality of the transfer of the concession and canal works either to 
the Government of the United States or to a foreign company; 

That this transfer could not be validly made by the new company 
except with the concurrence and assent of the liquidation of the Com- 
pagnie Universelle dn Canal Interoceanique de Panama and of the 
representative of the bondholders and creditors of the liquidation; 

That the liquidation may iind itself in disaccord with the Compagnie 
Nouvelle as to the price to be asked or the conditions to be proposed to 
the eventual purchaser; 

That there exists a difference of interests between the liquidation 
and the new company upon the subject of a division of the proceeds of 
the said transfer; 

That an immediate discussion might bring about no result and would 
be of a nature to injure the result of negotiations pending with an 
eventual purcbajier; 

That it is essential to submit the questions in dispute which mav 
arise to the decree of amicable arbitmtors charged with deciding all 
questions relating to — 

Firstly. The deterniination of the price and the conditions to be 
proposed to the eventual purchaser; 

Secondly. The division of the proceeds of the sale should such sale 
be effected; 

That the right of liquidators of companies to compromise is con- 
tested by certain legal authorities as exceeding acts of their adminis- 
tration; 

That it is theiefore necessary to solicit from the tribunal the author- 
ity for M. Gautron to consent to an arrangement under the circum- 
stances above stated, and in the case of a sale of the concession and 
the canal works as well as all of the assets of the Compagnie Nouvelle, 

Wherefore the petitioner prays that it may please toe president and 
judges to authorize him in his capacity of liquidator of the Compagnie 
Universelle du Canal Interoceanique de Panama to pass an agreement 
with the Compagnie Nouvelle du Canal de Panama uixjn all matters of 
dispute which may arise in connection with — 

Firstly. The determination of the price and the conditions to be pro- 
posed to the eventual purchaser of the concession and canal works and 
all the as.sets of the new company; 

Secondly. The division of the proceeds of the sale between the new 
company and the liquidation of the Panama Canal Company should 
such sale be effected. 

Under all leserves. 

And this will be justice. De BiStille. 
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In view, secondly, of the decree of the president of the tribunal 
being as follows, the above request shall be eommunioated to the 
attorney for the Republic in his office, and we appoint Vice-President 
Laporte to make his report. 

Paris, the Slat day of July, 19Ul. Baudoin. 

In view, thirdly, of the conclusions of the attorney for the Republic, 
which are as follows, the attorney for the Republic does not object. 
Rendered in the attorney's office August 2, 1901. 

Pezous. 

In view, fourthly, of the various documents submitted, 

Having heard Vice-President Laporte in his report, the attorney for 
the Republic in his conclusions, and after having deliberated in con- 
formity with law, judging in first instance: 

Whereas by a judgment of this chamber, dated July 21, 1893, 
Achille Moncliicourt petitioned for and obtained the addition of Gau- 
tron as coliquidator of the Compagnie Interoceanique de Panama; 

Whereas, in consequence of tne death of Achille Monchicourt, Gau- 
tron remained the only liquidator; 

WTiereas, from the documents submitted it appears that it is neces- 
sary to authorize Gautron to consent to a compromise in compliance 
with his request; 

For these reasons: 

Authorizes Gautron, in his official capacity, to consent to a compro- 
mise with the Nouvelle Compagnie du Canal de Panama upon all liti- 
gious questions which might arise relating — 

Firstly. To the determination of the price and conditions to be pro- 
posed to the eventual purchaser of the concession and the canal works 
and all the assets of the new company; 

Secondly. To the division of the proceeds of the sale, if that sale 
should be effected, between the new company and the liquidation of 
the Panama Canal. 

La Porte, 
Lr Berquier, 

FlJ3QUET. 

Ordered and decreed in the chamber of the council of the civil tri- 
bunal of the first instance of the department of the Seine, sitting in 
the palace of justice in the city of Paris, by Laporte, president; Ber- 
quier, judge; Planchenault, special judge: in the presence of M. 
Pezous, substitute for the attorney for the Republic, assisted by Flo- 
quet, clerk. 

August 2, 1901. 

(In consequence, etc., * • *J 

The minute was signed by the president, the reporting judge, and 
the clerk. 

Recorded at Paris the 19th of August. 1901, folio 91, division first. 
Received 9 francs, 38 centimes, decimes included. 

Varinot. 

A true copy. 

Floquet. 
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EXHIBIT P. 

resoh;tios of decejiber 23, isoi, of the council of the 

ADMINISTRATION OF THE NEW PANAMA CANAL COMPANY, TO 
AGREE TO ARBITRATE WITH THE LIQUIDATOR. 

EXTRACT 

of the minuter of the meeting of December 23, 1901. 

Were present : MM. lio, 

Bourgeoia, 
CoiAreux, 
Forot, 
Guevdan, 

Le Baron de Lassus St. Genies, 
Georges Martin, 
Monvoiain, 
Kischmann, 
Terrier, 

Samper, representing the Colombian Gov- 
ernment. 

The board, after discussion, resolves, unanimously, to enter into the 
proposed agreement with M, Gautron, liquidatoi' of the Compagnie 
Universelle, and gives all powers to MM. Bo and Monvoisin to sign 
same agreement. 

The president of the Council of Administmtion, 

(Signed) B6. 



agreement of december 24, 1901, regarding arbitration. 

Between the Undersigned: 

1st. — M. Jean Pierre Gautron, acting in his capacity of Liquidator 
of the Comp^nie Univeraeile du Canal Interoceanique de Panama. 

2nd.— -The Compagnie Souvelle de Panama represented by MM. 
Marius Bo and Monvoisin, Administi-ators, by virtue of a resolution of 
the Council of Administi-ation dated December 33, 1901. 

It has been stated and agreed as follows— 

Statement: 

By the terms of article 52 of the by-laws of the New Panama Canal 
Company, the profits of the enterprise, such as had been determined 
by article 51, were to be divided between the stockholders of the New 
Panama Canal Company and the Liquidation of the Compagnie Uni- 
verselle de Panama in the proportion of 40% to the former and 60% 
to the latter. 

As negotiations may be opened for the sale of the Panama Canal 
enterprise to the Government of the United States of North America, 
a sale which would modify profoundly the conditions of its contribu- 
tion to the enterprise, the Liquidation of the Compagnie Universelle 
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has held: l»t. — That these negotiations could not be carded on without 
ilui intervention; 2nd. — That the price of the sale could not he Kxed 
except in agreement with the Liquidation; 3rd. — That the share to 
go to the Liquidation in the said proceeds should be larger tban the 
proportion tixed by article 52, on account of the damage suffered by 
the Liquidation from the fact of the sale and the consequent abandon- 
ment of its rights to the eventual future profits of the enterprise. 

While maintaining a contrary opinion upon tbese three points, the 
New Company has admitted that, as a matter of fact, in default of a 
revious agreement with the Liquidation, there might be difficulty in 
ringing the negotiations to a succe.'-sful conclusion. It therefore 
proposed that the direction of the negotiations and the power to treat 
should be accorded to the New Compan\', remarking, on the one hand, 
that they could with difficulty be conducted by two persons, and on 
the other hand, that the pecuniary interests of the (jorapany which, 
moreover, appears as alone invested with ownership, so far as third 
partie~s are concerned, gave all necessary guaranty to the Liquidation 
for the conduct of the negotiations and their eventual c/jnclusion; and 
it offered to submit to the decision of a Tribunal of Arbitration the 
third claim of the Liquidation of the Compagnie Universelle. 

Coinciding with these views, M, Gautron, Liquidator of the Com- 
pagnie Universelle, in accord with M. Lemarquis, the judicial rep- 
resentative of the bondholders, on the one hand, and the New Panama 
Canal Company, on the other liand, have, under the advice of their 
counsel, entered into the following agreement: 

AGREEMENT: 

Article Fihst: 

The New Panama Canal Company alone remains charged with 
carrying on the negotiations. It shall have full powers to conclude 
eventually with the Government of the United States and to fix, 
after discussion with it, the price and conditions of the sale. 

Article Second: 

A Tribunal of Arbitration is hereby appointed, charged, from now 
on, with the detfiimining the proportions in which the proceeds of the 
sale shall be assigned to the New Panama Canal Company and to the 
Liquidation of the Compagnie Universelle. 

This Tribunal of Arbitration shall be composed of five members. 

Article Third: 

The New Companj' designates: 
MM. Du Buit and Leon Devin. 

M. Gautron, in his official camcity, designates on his side: 
MM. Limbourg and Henri Thi^-blin. 

The two parties have agreed to designate as fifth arbitrator M, 
B^tolaud, late chairman of the Bar Association. 

Article J'ourth: 

The arbitrators shall render their decision within the month which 
will follow the convening of the Tribunal of Arbitration, 
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They are freed from the rules and forms of procedure; they shall 
decide as amicable ai'bitrators, without appeal or recoui-se to the 
Supi-eme Court. 

Article Fifth: 

The present agreement is made: 

1st. So far as concerns the Liquidator of the old Company, hy 
virtue of the authority to compromise which was conferred upon 
him by the judgment of the Chamber of the Council of the Civil 
Tribunal of tne beine dated August Sind, 1901. 

2nd. So far as concerns the New Company, by virtue of the powers 
which article 28 of the by-laws confers upon the Council of Administra- 
tion, but subject to final approval by the geneml meeting of shareholdci-s 
of the conditions of the transfer to the United States Government. 

Done in duplicate at Paris, the !34th of December, 1901. 

Kead and approved, Kead and approved. 

Signed: M, Bo, Signed: Gautron. 

. Read and approved. 

Signed: M. Monvoisin. 
New Panama Cakal ('ompany 
Joint Stock — Capital: 65 millions of francs. 
Corporate office: 7 rue Louis le Grand, Paris, 



EXHIBIT B. 
AWARD OF ARBITRATORS, FEBRUARY 11, 1902. 

In the year one thousand nine hundred and two and on the twenty- 
first of January at nine o'clock in the evening, in the study of M. B^to- 
laud, former President of the Bar, 25 Avenue Marceau, at Paris, and in 
his presence, met MM. du Buit, former President of the Bar, L^on 
Devin, former President of the Bar, Limbourg and Henri Thi^blin, bar- 
risters of the Court of Appeal of Paris, all five appointed arbitrators by 
the agreement of compromise hereinafter mentioned. And thereupon 
appeared before them MM. Marius Bfl and Monvoisin, administrators 
of the New Panama Canal Company, in the name of which they act, 
attended by Me. Dubourg, attoi'nej- of the Court, and counsel of the New 
Panama Canal Company. A letterwas read from M. Gautron, Liquida- 
tor of the Compagnie CJniverselle du Canal Interoceanique de Panama, 
who excused himself, on account of the state of his health, for not being 
able to attend the hearing. In his absence Me. de Bieville, counsel 
of the Liuidation, represented his interests. Finallv appeared M. 
Lemarquis, acting as legal representative of the bondholders of the 
ComiBignie Universelle du Canal Interoceanique de Panama. 

After the I'eading of the agreement of compremise of December 24th, 
1901, which will be annexed to these presents and recorded at the same 
time with them, MM. Bo and Monvoisin called upon the five arbi- 
trators appointed to state. whether they accept the office conferred 
upon them. MM. de Bi^ville and Lemarquis state that they have no 
objection to make to this request and that they unite in it, so far as 
may be necessary. 
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AVhereiipon the five arbitrators appointed stated that they accepted 
the duties conlided to them and they immediately organized as a tribunal 
of arbitration under the presidency of M. B^tolaud. 

And they signed, after reading, with the parties present and their 
counsel. 

Signed: M. BA, Monvoisin, A de Bieville, Dubourg, Li^on Devin, 
Du liuit. Henri Thieblin, Limboiirg, A. Betotaud, Leniarquis, 

And, without adjournment, we, the arbitrators, declared, in agree- 
ment with the parties present, the hearing opened. 

Thereupon Me. do Bieville spoke in the name and on behalf of the 
Liquidation of the Compagnie Universelle du Canal Interoceanique de 
Panama, to state the matter in dispute and to support the claims of the 
Liquidation, reserving the right to tile a brief later. 

After which, at half-past eleven o'clock, we, the Arbitrators sus- 
pended the hearing, and adjourned, in agreement with the parties 
present, to Mondaj' the 27th of the current month, at half-past eight 
o'clock ill the evening, at the same place as above, to hear the explana- 
tions which will be presented by the New Company, it being agreed 
by both sides that upon that day the parties shall tile written briefs. 
And we signed with the parties after reading. 

Signed: M. Bo, Monvoisin, A. de Bi<?ville, Dubourg, Leon Devin, 
H. du Buit, Henri Thiijblin, Limbourg, A. Bfitolaud, Lemarquis. 



On the fourth of February in the year one thousand nine hundred 
and two, at half-past eight o'clock in the evening, we, the five arbi- 
trators named in the preceding minutes, met in the study of M. fi^to- 
Iftud, one of us. And before us appeared: M. Jean Pierre Gautron, 
judicial Liquidator of the Compagnie Universelle du Canal Interoc^- 
anique de Panama, M. Henri Boudet, Secretary Genei-al of the said 
Company. M. Lemarquis, Representative of the bondholders of the 
Panama Company, M, Marius Bo and M. Monvoisin, representing the 
New Panama Conipany. It was thereupon explained that the hearing 
which was to ha^'e taken place on the date of Monday, Januarj' 27th, 
was adjourned at the request of both parties, and postponed, by agree- 
ment, to to-day at the same place and time, M. de Bieville filed a 
brief in the name of the Compagnie du Canal Interoc^anique de Pan- 
ama in liquidation, and undertook to furnish, in 48 hours, a copy on 
stamped paper to be annexed to these presents. The floor was given 
to M. Chaumat, advocate of the Court of Appeal, present and assist- 
ing the representatives of the New Panama Canal Company. 

And at this moment M. Gautron, prevented by his health from 
being present at the first meeting, stated that, having examined the 
foregoing minutes, he gave his full consent thereto. And foreseeing 
that, for the same reasons of health, it would not be possible for him 
to remain until the end of the hearing, he reseiTed the riglit to with- 
draw when he should find it necessary, delegating henceforth all his 
powers to M. Boudet, Secretarv General of the Company in liquida- 
tion. And he signed, in this place, the present statement. 

Signed: Gautron. 

M. Chaumat set forth the ai-giiments which the New Company under- 
took to file on stamped paper on the evening of the day after to-mor- 
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row, Tbui-sday, to be annexed to these presents. After the argument 
of il, Chaiimat, remarks were made by Me. de Rieville in reply, and 
after him by MM. Lemarquis and Monvoisin, in the presence of Me. 
Dubourg, attorney, who came in during the course of the hearing. 
None of the parties nor their counsel desiring to be heard further, the 
case was closed, the arbitrators reser\'ing the matter for consideration 
among them later. 

The hearing was closed at midnight and we, the arbitratoi's, signed 
with the parties and their counsel, after reading. 

Signed: Henri Thi^blin, A. Betolaud, Liml)ourg, Leon Devin. 
Dubourg, Henri Boudet, B5, H, du Buit, Monvoisin, J. Chaumat, 
A. de Bieville. Lemarquis. 

And just OS they were about to withdraw, MM. B6 and Monvoisin, 
in the name of the New Company, M. Boudet, as substitute for M. 
Gautron and for M. Lemarquio, lepresentative of the bondholders, all 
acting by virtue of powers conferred upon them, stated that they 
waived the filing of the decision by the arbitrators in the clerk's office. 
The original of the decision with the minutes of the arbitration and 
the documents annexed, shall be placed in the hands of Me. de Bieville, 
the attorney of longest standing, appointed by agieement of the par- 
ties, who siiall sena to each of them a copy of the decision, certified 
by him, as well as of the minutes. And the parties signed, after 
reading. 

Signed; M. B6, Henry Boudet, Monvoisin. 



On the 11th of February, in the year one thousand nine hundred 
and two, at half-past eight o'clock in the morning, we, the five arbitra- 
tors, mentioned m the foregoing minutes, met in the study of M. 
B4tolaud, one of us, where, after having continued oui' consultations 
and examined anew the briefs of the parties, of which two originals 
on stamped paper have been heretofore filed, one by the liquidator, 
fie other by the New Company, and will be annexed to these presents, 
to be recorded at the same time with it, have rendered our decision as 
follows: 

The Tribunal of Arbitration: 

Considering, as matter of fact, that on the occasion of the negotiations 
entered into by the New Panama Canal Company, with the consent of 
the Liquidator of the Compagnie Univei-selle du Canal Interoceanique 
de Panama, with a view to a sale of the enterprise to the Government 
of the United States, the New Company and tne Liquidator, having to 
consider in what way, if the sale should take place, the division of the 

C'ae of sale should be made between them, could not agree upon the 
es of this division; 

That the New Company maintained that the division of the price 
should be made in conformity with the provisions of Articles 51 and 
52 of its articles of incorporation, in this sense, that the New Company 
would have the right to take out, t>efore any division, the total amount 
of its corporate capital, and that the remainder of the price should be 
allotted, 60 per cent, to the Liquidator and 40 per cent, to the New 
Company; that it desired it to be noted, however, that it did not 
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oppose the Liquidator's being authorized, after it had taken out its 
(■apitnl, to take out the suni of twenty million francs, for the Panama 
Kailroad shares; 

That tlie Liquidator, on his side, maintained that the articles of incor- 

Eoi-ation had not settled the effect which a sale of the enterprise should 
ave upon bis relations with the New Company; that the division of 
the price of this sale should be made between the New Company 'and 
the Liquidation, after taking out for the benefit of the latter a sum 
of twenty million francs for the Panama Kailroad shares, in the pro- 
portion of the value of their respective contributions, and that, in any 
case, the Liquidation should receive at least a sum equal to that which 
a sale of the assets of the old company would have prnduce^l, if the 
New Company had not been formed; 

That it was in view of this disagreement that the parties agreed to 
refer to amicable arbitrators the settlement of the dispute; 

Considering that the first question to be settled by the arbitrators is 
to ascertain whether the provisions of the articles of incorporation 
considered literally or in their spirit, are applicable to a division of 
the price of a sale between the two parties in interest; 

That it is proper, for this pui-pose, to seek in the articles the pro- 
visions by which the contractmgparties have regulated between them- 
selves the different situations which, they foresaw, might arise in the 
future; 

Considering that article 2 shows that the object of the Company is, 
1st, the completion of the canal; 2d, its operation; 3d, the construction 
and operation of all lines of railroad in the vicinity of the canal; 4th, 
the exploitation of the lands granted and the mine« therein contained; 
all subject to the clauses and conditions of the concession granted by 
the United States of Colombia; 

That article 5 enumerates the contributions made by the Liquidator 
of the Compagnie Universelle du Canal Interoc^anique de Panama, 
consisting of 1st, the concession itself with all its benefits and all its 
burdens; 2d, the work executed, yards, shops, buildings, hospitals, 
machinery, materials and supplies, deposits as security, etc.; 3d, the 
plans, estimates, studies, documents of every natui-e relating to the 
canal, as well as all agreements with third pei-sons; Ith, the shares in 
the milroad from Panama t<j Colon, operated by the American Com- 
pany called the Panama Railroad Company, of which the Liquidation 
18 tfie owner; 

That these contributions carried the entire title to the property; 

That no remuneration was provided for the benefit of the Liqui- 
dator who made them, either in cash or in shares; 

But that they were made under certain reservations and conditions; 

That it wasi provided, in the first place, that the Liquidator should 
have 60 per cent, of the net profits of the enterprise as fixed by articles 
51 and 52; that is to saj', after deduction of the share promised to the 
Colombian government, of the expenses of maintenance, operation and 
administration, of the sums necessarj' on account of loans, for the legal 
reserve of 5 per cent, of the corporate ca|>itai. intemled to insure 
the amortization of the shares, and to pay inteiest upon the shares 
not amortized, and of 5 per cent, for the benefit of the council of 
administration; 

That 50,000 full paid shares were set apart for the Government of 
Colombia; 
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That, as to the Panama Railroad shares, their final dispoaitioii was 
regulated in a different way according to three possible events; 

That it was said in Article T5 that, when the New Company should 
have expended at least half of its corporate cash capital for the work 
to be done upon the Canal and for the discharge of the incumbrances 
resulting from the contribution, a sjwcial technical commission should 
pronounce upon the results gained and the conclusions to be drawn for 
the remainder of the enterprise, that the opinion of the Commission 
should be made public and that a special stockholdei's' meeting should 
be called for the purpose of considering ways and means tending to the 
completion of the work, and the stipulations contained in Article 5, 
sec. i, No. 3; 

That article 5 provided that the Panama Railroad shares should 
remain the pioperty of the New Company from this meeting, with- 
out any pecuniary compensation, but upon the condition subsequent 
of the construction of the canal within the period fixed by the conces- 
sion, and that, in default of completion witnin this period, the shares 
shall revert to the Liquidation; 

That it provided furthermore that if, contrary to all expectation, 
the meeting should not take the necessary action for the completion 
of the Canal, or if the course of action adopted by the meeting could 
not be carried out, the shaies should remain the property of the New 
Company, but it should pay to the Liquidation the sum of twenty 
million francs by way of indemnity and the share of profits set apart 
for the Liquidation should be half the profits of the company with- 
out other deduction than that of the expenses of administration and of 
the legal reserve; 

That, consequentlj, the shares should remain inalienable until 
either the payment of the sum of twenty millions or the completion 
of the canal; 

Considering that it results from these provisions, taken together, 
that the object aimed at by the two contracting parties was the com- 
pletion of the Canal and its operation, the profits of this operation, 
divided annually between the two participants in the proportion of 
sixty and forty per cent., being intended alone to furnish a remuneia- 
tion for their "respective contributions; 

That they had, nevertheless, considered the hypothesis of non- 
completion of the Canal, and that; in this case, the Liquidator was to 
take back part of his contributions, to wit, the Panama Railroad 
shares, and that he was to take them back either as they were, or in 
money and with a share in the profits of the operation of the railroad, 
according to the possible events above taken into account; 

That, in short, the conti"acting parties had considered three distinct 
hypotheses, upon the accomplishment of which were to depend, in 
different proportions, the rights of the shareholders, contributors of 
cash capital, and those of the Liquidator, contributor without pecuniary 
compensation of almost all tne assets of the Liquidation of the 
Compagnie Universelle dn Canal Interoc^anique de Panama, to wit: 
1st, the completion of the Canal and its opemtion; 2d, the non-com- 
pletion of the Canal after the voting by the meeting of means to 
complete it and the carrying out of the provisions adopted; 3d, the 
no n -completion of the canal on account of failure of the meeting 
to adopt the necessary provisions, or failure to carry out these 
provisions; 
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Considering that the proposed sale to the Government of the Uoited 
States of the entire assets of the New Company, including the Panama 
RaiU-pad shares, does not come exactly under anv of these hypotheses; 

That it is, in fact, neither the completion of tlie canal, nor its aban- 
donment under the special circumstances mentioned in the articles of 
incoi-pomtion ; 

That it is not a mere abandonment of the enterjirise as contemplated 
in article 5 of the articles of incoi'poration, since the Is'ew Companv, 
intending to convey to the Government of the United States all fts 
assets, including the Panama Railroad shares, could neither restore 
them to the Liquidator as they are, nor, keeping them by the payment 
of an indemnity of twenty million francs, afford the Liquidation the 
share of oO 'Jt which it had undertaken to give in the annual profits 
from the operation of the luilroad; 

That neither is it the completion of the canal under the circumstances 
contemplated by articles 5, 51 and 52 of the articles of incorporation. 

That in these articles was contemplated the completion of the canal, 
its operation by the New Company and a division between it and the 
Liquidator of the annual profits of operation; 

That in that event the repayment of the capital of the New Companv 
was assured only by means of a sinking-funcf of long dui-ation, extend- 
ing to the end of the concession; 

That the annual deduction intended for the sinking-fund was only 
5 % of the coi-porate capital; 

That the New Company was preferred onij' to this limited extent; 

That, beyond this, tne remuneintion of the contributions in property 
made by the Liquidator and of the contributions in cash made by the 
shareholders went on concurrently and proportionally; 

That the claim of the New Company to take out, immediately and 
by way of preference, from the price of sale, the whole of its cash 
contribution and not allow the Liquidator to participate, except in the 
balance of the price, is not, therefore, justified by the provisions of 
articles 51 and 53 of the articles of incorporation; 

Considering that, on bis side, the Liquidator maintains that the divi- 
sion of the price of sale should be made in proportion to the compam- 
tive value of the shares of the two contracting parties in the property 
to be transferred; that he contends that, this pioperty having a value 
of 565,500,000 fmncs according to a valuation made by the New Com- 
pany itself, the share of the New Companj' would represent a value of 
57,500,000 francs and that of the Liquidation 508,000,01)0 francs, so 
that the price should be divided in the proportion of 58(565 for the 
Liquidation and of 57/5(i5 for the New Company, and that, in any 
case, the Liquidator should receive at least a sum corresponding to that 
which he would have got from a sale of his assets, if the New Com- 
pany had not been formed; that be estimates this sum at one hundred 
and twenty million francs; 

That he points out, in support of his position, that the articles of 
incorporation did not regulate, as between the two contracting parties, 
the consequences of a sale of the enterprise and, furthermore, that the 
New Company, in not completing the canal, has not accomplished the 
work for which it was formed, and for which the Liquidation con- 
sented to the great sacr-ilices which enabled it to he formed; 

But considering that, if the sale to the Government of the United 
States cannot be assimilated to the completion of the canal and its 
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operation, and if it is true that the New Company has not carried out 
the projected enterprise, we cannot, nevertheless, fail to reoognize the 
importance of the part which it pla^yed in the common interest, and 
wholly deny it the benefit of the initial agreements; 

That it is the more necessary to take these initial agreements into 
account, so far as possible; that the New Company accomplished, in the 
most useful way, the task which was assigned to it, at least as a pros- 
pecting company; that, especially by its negotiations and at its expense, 
it obtained the extension of the concession, an extension without which 
the enterprise would have been lost, and that it has, by its work, pru- 
dently and economically carried on, demonstrated the possibility of 
completing the Canal with locks, and made it possible to fix, with more 
precision, the cost and duration of the work to be done for this com- 
pletion; that it has not only preserved, but also greatly improved and 
increased the property of the old company and has made jjossible either 
the completion of the enterprise by the means of new capital to be pro- 
cured, or a sale, such as that which is now proposed; 

That it has therefore attained, in part, at least, the object aimed at. 

Considering that the same reasons which led to a rejection of the 
extreme claims of both parties, leads us to seek for a solution which 
approaches as nearly as possible to the common intention of the 
contracting parties as it can be made out from the articles of incor- 
poration; 

Considering that, so far as concerns the Panama Railroad shares the 
articles of incorpomtion may be applied; 

That, in fact, the Canal not being completed, and the New Company 
being unable to restore the shares as they are, since they are to t* 
included in the sale, it should be decided that the Liq uidator has a right 
to the indemnity of twenty millions, provided by article 5 in case of 
non-completion of the canal; 

That, moi-eover, the claim of the Liquidator to this preference is not 
opposed by the New Company; 

Considering, for the rest, that in default of an exact rule to be 
applied, a case has arisen for the arbitrators to use their powers of 
amicable adjusters which have been expressly conferred upon them, 
departing as little as possible from the spirit of the articles of incor- 
poration ; 

Considering that there should be set aside the sum of five million 
francs which was devoted by the New Company to obtaining on April 
25th, 19U0, a new extension of the concession; 

Considering that this sum served directly, in the common interest, 
to preserve its most essential possession; 

That it is therefore proper, in accordance with the general principles 
of law, that the New Company should first take out said sum of five 
millions, after the twenty millions mentioned above; 

Considering, so far as concerns the balance of the price of sale, after 
satisfaction of these preferences, that, by tixing in articles 51 and 53 
of the articles of incorporation the division between them of the annual 
revenue from operation, the contracting parties have given an indica- 
tion of the value of their respective contributions, as they then con- 
sidered them, and that it is impossible not to take this into account in 
the division of the proceeds or sale; 

That, under the present circumstances, it is just and equitable to 
make this the basis tor the division of the price; 
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Considering, so fai' as concerns the expenses, that in view of the 
peculiar character of the case, and each of the parties, moreover, 
failing in pvrt of its claims, they should be combined, and it should 
be decidecf that thej' be borne half by the New Company and half by 
the Liquidatxtr; 

For These Reasons Decides: . 

1st. That the consequences of a sale of the enterprise are not 
regulated by the wording of the articles of incorporation; 

2d. That the Liquidator of the Compagnie Universelle du Canal 
Interoceanique de Panama shall, before any division, take out of 
the price of the sale of the enterprise to tne Government of the 
United States the sum of twenty million fi-ancs; 

3d. That after this sum has been taken out the New Panama Canal 
Company shall take out, on its side, the sum of five million fmncs; 

4tn. That the balance of the price of sale shall be divided between 
the parties entitled in the proportion of sixty per cent, for the 
Liquidator of the Compagnie Universelle du Canal Interoc^anique de 
Panama and of forty per cent, for the New Panama Canal Company; 

5th. That the remainder of the demands, propositions and requests 
of the mrties are dismissed; 

6th. That the expenses, including the fees of the arbitmtors, shall 
be combined, to be borne half by each of the parties; 

7th. That the costs which the filing of the judgment would entail, 
including registration fees, shall be borne by that one of the parties 
who shall have made it necessary. 

And we, the arbitrators, have signed after reading. 

Signed: Henri Thi^blin, 

A. BltTOLAUD, 



Certified a true copy. 

Signed: De BifeviLLE. 



LiMBOURG, 

LfeoN Devin, 
H. Du Buit. 



EXHIBIT S. 



Board of dlrectom^ IWl. — .T. Edward Simmons. Edward A. Drake, 
Xavier Boyard, Samuel M. Felton, AVilliam B. Franklin, J. H. Par- 
ker, William Nelson Cromwell, Vernon H. Brown, Charles Einsiedler, 
Robert M. Gallaway, A. Lawrence Hopkins, C. B. Comstock, Mau- 
rice Hutin. 

E-reii'itivfi ciimmittfe. — J. Edward Simmons, Edward A. Drake, 
AVilliam Nelson Cromwell, Xavier Boyard. Vernon H. Brown. 

OMve)'K. — J. Edward Simmons, president, New York; E<iward A. 
Drnke, second vice-president and secretary. New York; Sylvester 
Deming, treasurer, New York; Charles Paine, general manager. New 
York; Sullivan & Cromwell, genci-al counsel, New York; R. L. 
Walker, traffic manager. New York; John Adams, auditor. New 
York; T. H. Rossbottom, assistant to secretary. New York; J. R. 
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Slmler,genei'al superintendent. Colon; H. G. Preseott, assistant super- 
intendent, Colon; P, G. Baker, master metihanic, Colon; F. S. Higoid, 
road niaister. Colon. 
General offices, No. 2-t State street, New York. 



PANAJL4 Railroad Compani", 

JVew r'>rk, Jtareh 27, 1902. 
To the iftockhohlers ofthf. Panmna RaUroad Company: 

The past year was one of marked activity in the company's affairs. 
The report of the general manager, with the accompanying statement 
of earninffs and expenses for the calendar year 1901 and the treas- 
urer's Iwilanoe sheet and transcript of profit and loss account, will 
furniish yon detailed information upon the phj'sical and financial aspects 
of the company's properties and business. 

The capital stocK issue of $7,000,000 is unchanged. 
The present outstanding bond issues are: 
Sinking fund 6 per cent subsidy bonds: 

Original issue of..- $3,000,000.00 

(Beintt pavment in advance until 1910 of the annual subsidy of 
$225,000 to the Republic of Colombia. ) 
iiedeemed bv annual sinking fund drawings, including $144,000 
drawn in IflOl 1,798,000.00 

Outstanding at this date 1 , 202, OOO. 00 

Of those outstanding $206,000 are owned by the company and 
held in its treasury 206, 000. 00 

Leaving in the hands of the public 996, 000. 00 

Bj' the operation of the sinking fund provision of this issue all of 
the bonds outstanding will be redeemed in 1908. 
First niortg^re A\ per rent twenty-year gold Ijonds: 

Authoriied i»*ue of $4, 000, 000. 00 

Istiued to the public 2, 604, 000. 00 

Redeemed by annual sinking fund drawings, including $1-11,000 

drawn in 1901 561 , 000. 00 

Held in the company's treasury 935, 000. 00 

$4,000,000.00 
Through the operation of the sinking fund this indebtedness will be 
reduced by 1JH7, the date of the maturity of the mortgage, to $1. 199,000, 
and constitute the only mortgage lien upon the company's property. 
Since the declaration of the previous dividend in January, 1893, m 
addition to the payment of $:i.>0.(HKI annually to the Colombian Gov- 
ernment and tne redemption of $.561,000 of the company's 4i per 
cent tiivt-mortgage Iwnds out of gross earnings, the net earnings tof 
the company amounted to $:i, 07:2. 359, l^. or 29^ per cent upon the 
capital stock. 

Of this sum your directors have applied to the development and 
permanent improvement of the company's propertv. in excess of the 
amount of the "2 per cent dividend paid in March fast. $1,755,509.01, 
in the purchase and betterment of its steamships and floating equip- 
ment, the construction of the La Boca Pier, port, and terminal, the 
acquisition and restoration of dredging outfit, the installation of electric 
light and ice plants, etc., and in general so improving the company's 
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property that it m to-day in better physical condition than at any time 
in its history. 

The port and terminal at La Boca having been completed and opened 
to commerce on January 1, 1901, its construction account was closed, 
showing a total cost of $3,148,303.69, and that outlay capitalized into 
the eorapany'sJri per cent flrst-mortgage twenty -year gold bonds author- 
ized for that purpose. 

As contemplated by contracts between the companies, a lease has 
been effected from the canal company of the I^a Boca Branch Rail- 
road and adjoining lands necessary for the operation of the terminal 
during the life of the railroad company's concession, or until 1966, 
upon mutually satisfactory terms. The use of dredges, clapeta, and 
materials necessary for the operation of the La Boca terminal, belong- 
ing to the canal company, have also been secured under lease, upon 
reasonable terms. 

Owing to the severance of relations with the Pacific Mail Steamship 
Company, the company put on a line of chartered vessels between 
Panama and San Francisco direct, to maintain its coastwise traffic- 
Charters at the outset were difficult to obtain and very expensive, but 
later better conditions prevailed. The volume of coastwise traffic was 
materially increajsed during the year, but the very large outlay required 
to charter ships on both oceans to transport it was burdensome and 
represented interest on a capital sum whicn, had it been applied by the 
company to the construction of new vessels, would have made the bus- 
iness highly remunerative. 

The company's business was adversely affected by political disturb- 
ances on the Isthmus of so grave a character as to have occasioned the 
landing there by the United States Government, under its treaty obli- 
gations, of iti* armed forces to maintain free transit and to protect this 
company's property. To the discreet and energetic performance of 
this delicate duty by the naval officers to whom it was intrusted, in con- 
cert with the Colombian authorities, is to be attributed the fact fhat 
the company's property was not materially impaired. Thej^e facts, 
together with a prolonged labor strike in San Francisco and a mate- 
rially reduced coffee output in Centi-al America and Mexico during 
the season of 1900-1901, considerably affected net earnings, but these 
are extraordinary conditions not generally encountered. 

During the year an important deviation of the railroad at Culebra, 
necessitated by canal construction, was completed and put in opei'ation; 
but its entire cost was borne and paid by the canal company. 

The condition of the company's property has been fully maintained 
and many improvements added, for the interesting particulars of which 
I refer you to the general manager's report. 

There is now under consideration a further increase of the facilities 
of the La Boca pier, in order to more expeditiously handle the increasing 
tonni^e. 

The result of the company's operations during the last year, under 
what was referred to as tne '' open-door" policy, nas not been as remu- 
nerative as desired, and the board of directors are considering changes 
in existing traffic arrangements and connections at Panama. 

I refer you to the accompanying reports for more detailed particu- 
lars. 
Respectfully submitted. 

J. Edward Simmons, Pfesld^nt. 
8751—02 ^19 
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Panama Railroad Company, 

Ne\o York, March 18, 190S. 
To the President of the Panama Railroad Company, 

Sir: I respectfully submit the following report of the business and 
operations of the Panama Railroad Oonipany for the year ending 
December 31, 1901, and of the condition of tne company's property 
and finances at the close of the year. 

The operations of the year show the following results: 

Statement of earnxngi and expenditures. 
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SaUmeiU of earnings and expenditUTe» — Continued. 



Earnings. 
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Groas revenue receipts, expenditures, and net earnings for 1901 com- 
pared, as under, with those of 1900: 
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The totel earnings of the railroad proper show an increase of 
$9i,175.32, or 7.41 per cent, in 1901 as compared with previous year, 
the principal increase being in freight traffic west bound. 

The largest increase in west-bound freight was on business to San 
Francisco, amounting to over 10,000 tons; freight to South Pacific 
ports increased 7,000 tons. East-bound freight shows a decrease of 
14,000 tons, although there was an increase of 12,000 tons in San 
Francisco freight. 

There was an increase of 17.01 per cent in earnings on all west- 
bound tmffic, and a decrease of 1.40 per cent on all east-bound traffic. 

The following table shows the freight tonnage carried over the 
railroad in 1901 as compared with 1900: 
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Table No, 4, attached to this report, shows the origin and destination 
of the freight carried over the railroad. 

Compared with 1900 the total tonnage carried over the road in 1901 
shows an increase of 28,207 tons, or 7.89 per cent, and the earnings an 
increase of $91,732.61, or 8.30 per cent. A comparison of 1900 with 
1899 shows an increase in tonnage of 24.35 per cent, and in earnings of 
15.83 per cent. 

Of the total tonnage carried, 50.77 per cent was west bound and 49.23 
pei" cent east bounoT In 1900 these percentages were 43.02 per cent 
and 56,98 per cent, respectively. 

The proportion of through traffic to the total tonnage handled was 
81.70 per cent; in 1900 through freight amounted to 87.11 per cent. 
Of the through freight, 55.12 per cent was New York business. 

Earnings from mails amounted to $57,034. 55, an increase of $6,264.38, 
or 12.34 per cent. 
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The following atatements ahow the number of passengers carried and 
the passenger earnings: 

Number of passengers carried. 



ClasBlllcetion: 
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Fust class passengers decreased 1,003, or 17.94 per cent, in number, 
and $2,bb8 09, oi 9 14 pei cent, in earnings. Second-class passengers 
increased b,932 m numbei, oi 8 t3 pei tent, and $2,055.84, or 4.56 per 
cent, in earnings. The increase of 9f}.35 per cent in the avei-age receipt 
per second-class through passenger was due to the falling off in the 
movement of laborei-s from the West Indies to Guayaquil, carried at 
a low contract rate. 

STEAMSHIP LlHEe. 

The total earnings of the Atlantic Line from all sources was 
1966,850.84, a decrease of $9jl34.39, or 0.94 per cent. Freight traffic 
shows a loss of $50,617.74 in earnings, or 6.58 per cent, due to the 
large falling off in business from South Pacific ports. The decrease 
in freight receipts was nearly offset by an increase of $18,397.53, or 
3 .35 per cent, in mail earnings, and an increase of $26,336,80, or 
20.54 per cent, in passenger earnings. 

Of fne total tonnage transported, 119,413 tons were carried by the 
companv's steamers and 62,772 tons bv chartered steamers. 

The Pacific Line, inaugurated in December, 1900, was maintained 
during the year with the result as shown in the statement on page 8." 
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T KAILROAO . 



The net result of the earnings of all the accounts grouped under 
this heading increased $96,727.68 over 1900, or 24.05 per cent. 

The following table will show the number of tons lightered in 
Panama Bay and handled on La Boca wharf during the year 1901, as 
compared with cargo lightered in 1900: 



1901. 


1900. 


Increaae. 




Tom. 
216,144 

22,286 


1SS,«3« 
5,682 


P.ree«t. 
















23«,839 


194.878 









EXPENDITURES. 

The revenue expenditures of 1901 and 1900 compare as under: 





mi. _ 


,m. 


Incre^, 


Bailroad 


t625,2e2.as 
868, 009, « 
»3S[896!64 


*562,062.B6 

83»,7I6.42 
10,4*0.03 

B[moo 


«3,m^ 














OtOgB... 








2,440,307.24 


1.7K,50S.78 









This table shows an increase of $707,803.46 in total revenue expend- 
itures, while there was an increase of $541,514.26 in total earnings. 
(See pp. 8, 10.)" 



y transporiation.— The expenses of this department show 
an increase of 163,606.05, or 20.52 i>er cent, as compared with 1900. 
The tonnage moved increased 28,207 tons, or 7.89 per cent. 

The accounts show a considerable increase in the cost of labor, of 
fuel, and of supplies when compared with last year. There has been 
no increase in the rate for labor, but owin^ to the troubles on the 
Isthmus labor was less efficient, and it was necessary to maintain a 
a larger force of Fortune Islanders than before. Coal and other sup- 
plies have commanded higher prices everywhere. 

Maintenance of equipment.- — The total charges to this department in 
1901 were $116,519.83 as against $116,518.87 in 1900, although more 
tonnage was handled than in the latter year. 

In addition to ordinary running repairs, three of the older loco- 
motives, which had been laid by some years ago, have been com- 
pletely repaired and restored to service. The repairs of cars have 
been extensive; 38 flat cars have been converted into coal cars by the 
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addition of sides, and 102 coal ears have had their sides raised to 
increase their capacity: 4 flat cars were fitted with 20-ton trucks. 

The car shop has received new tools, as follows: A patent band saw- 
ing machine, with a machine for filing it; an Acme bolt cutter, and a 
self -feeding ripsaw. 

Mamtenance of way and atructures. — The track, bridges, and build- 
ings have been maintained at a high standard^ the expenditures being 
$95,341. fi3, a decrease of $468.98, or 0.49'per cent, as compared with 
1900. 

There have been laid in main track 100 tons of new rails of 70 
pounds per yard; the rails thus released have been used for the con- 
struction of much-needed sidings at Colon and Panama. 

The repairs of masonry have been continued, the abutments and 
aprons of 10 bridges having had complete repairs, and 4 culverts were 
rebuilt. 

At Frijoles a battery of hydraulic rams has been installed, dispens- 
ing with the steam engine and pumper, eflfeeting a saving of $500 or 
more per annum, 

A new 6-inch water main from the reservoir at Mount Hope to the 
railroad, 1,500 feet in length, has been laid, nearly doubling the daily 
supply available at Colon. 

The car shed in rear of the old passenger station at Colon has been 
converted into a storage warehouse for freight. 



The operating expenses of the line between New York and Colon 
were $868,009.64, an increase of $34,293.22, or 4.11 per cent. 

On December 16, 1900, the company was compelled to assume the 
opei-ating of a steamship line between Panama and San Francisco at 
an unfavorable time, owmg to the scarcity of vessels and the extremely 
high cost of charters. This was later complicated with a long-continued 
strike at San Francisco. During the latter part of the year, after the 
defeat of the strikers and a reduction in the cost of charters, the line 
became self-sustaining, as would appear in the accounts, if allowed 
the proportions previously allotted to that traffic. The importance of 
this line is indicated by the amount of tonnage carried, which was 
85,541 tons, an increase 21,362 tons over the same route during the 
previous year. The total amounted to 49.26 per cent of the tonnage of 
the Atlantic Steamship line, and formed 22.18 per cent of the total 
carried across the Isthmus. 



The combined expenditures under this head amounted to $333,896.64, 
an increase of $12,731.86. or 3.96 per cent. 

The steamship Bolivar has been completely overhauled, receiving 
new Iwilers, pumps, etc., from New York. 

Three steel launches, built at Chester, Pa., are now on the ways 
and nearly completed. 
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GENERAL REMARKS. 



During the period from 181)4 to 1!K)1, inclusive, the percentage of 
total expenset) to gross earnings was as follows; 



, including taxes and appropriations for depreciation, etc, . 
.898, including taxes and apprupriatione for depreciation, etc. . 
.899, including taxea and appropriatjons for depreciation, etc. . 
.900, including taxes and appropriations for depreciation, etc.. 



It is gratifying to find that the volume of traffic has been more than 
maintained, showing an increase over last year of 28,207 tons, in spite 
of the embarrassments under which all operations were conducted, by 
reaiion of the political disturbances, which occasionally interrupted 
traffic, caused alarm among laborers, added to the cost of insurance of 
freight, and deterred timid passengers from taking the Isthmus route 
for fear of delay or injury. 

The improvement in the condition of the company's plant upon the 
Isthmus, which was begun several years ago, has oeen continued during 
the year 18(11. 

It became necessary- to supply an electric-light plant at Colon to 
supplement the deficient supply atfoi-ded by the Colon Illuminating 
Company, which was put into use very successfully at the beginning 
of the year; in connection with this is an ice machine, made necessary 
by the frequent failures of the suppl}' heretofore received from Panama, 
which promises to be self-supporting. 

The miproved condition of the track i*eemed to warrant an increase 
in the loads carried in the freight cai-s; therefore the maximum load 
has been increased from 10 tons to 1^. This was equivalent to the 
addition of 184 cars in the capacity of the rolling stock, and has been 
of much benefit to the service. 

The steamships owned by the company have been maintained in 
complete repair; it isl>elieved thatnoneof itspropertvhasdepreciated. 

The ship ways for the repair and construction of the floating equip- 
ment at Panama having completely decayed, they were renewed at La 
Boca under a shed available there, in connection with a convenient 
shop and tools, leased from the New Panama Canal Company, and the 
tools and shop force formerly at Panama have been consoli<mted with 
those at L« Boca. At this establishment a large amount of work has 
been done. 

The dredges, clapets, etc., leased from the canal company for the 
maintenance of deep water at La Boca have been very extensively 
repaired; the general overhauling of the steamer Bolivar has been 
completed; the three new launches, mentioned elsewhere, are now 
being set up. In addition, the repairs of the transporters on the piers 
and repairs of foreign steamships were made at the new La Boca 
shops. 

In Colon the ship berths at Pier No. 1 required dredging, to accom- 
modate deeper laden coal ships. To effect this the plant was increased 
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by the purchase of a new "Hayward oi-ange-peel bucket," which will 
also be useful in the future. 

Impoi-tant improvementi have been undertaken and partly com- 
pleted upon Pier No. 2, at Colon, whereby an additional hierth for the 
convenient handling of coal ships has been gained, and the long-dis- 
tance trucking heretofore necessary there will be avoided, three tracks 
connecting with the main line having been laid down the whole length 
of the wharf. 

An annex for the reception of any ease of contagious disease has 
been added to the hospital at Colon. 

The officers and employees have been devoted to the interests of the 
company. Upon the Isthmus they have had to encounter the dangers 
incident to a state of war, and have exhibited courage as well as good 
judgment in their dealings with the contending factions. 
Eespectfully, 

Charles Paine, Oeneml Manager. 
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Table A. — Bakmce sheet. 



Cost of road, real eMate, and equipment 


] 


(11, «1, 186. 86 
611, 314. « 


Bt««iiera Alliain«, Flnaoce, and Advance, rednced value Dec. M, 


(287,419,27 
S48,M6.18 














81,000.00 
'l29|598'l4 

»I4, 858.25 


206 all per cent Pftnama Railroad Company sinking-fund mibeldr 


206,000.00 
899,087.60 


BUT four and a half per cent 20-year gold sinking-fund bonds 


On deposit with flnanclal agent! for redemption of bonds (8 percent 










434,420.22 
158,548.55 

26;671:B7 

2; 507. 60 

67,820. t2 
20,864.28 


























15,663,494.96 


Table IZ.—Profil and Um account. 




8140,000.00 

2,435,207.24 

5 100.00 

496,811.61 

18,438.78 
4.110,845.00 




















7,206,678.08 



„Goo>^Ic 



PANAMA CANAL TITLE. 



December 31, 1901. 



CapiUl stock 




r? 009 000 00 


41 per cent aj-yeai wnbiug-iuDd gold bonds (authorUed issue, 


^m'ooo'oo 






2,401,000,00 












929,812:15 






AcoriudlnteKHton bonds: 


12; mo: 00 










29,lS7.oO 


72,016.00 








135,163.11 








15,000,00 


Current llRbllltte: 

Isthmus drafts not presented 

Coupons not presented 


2e,»67.43 
B642.S0 
52,I57.»9 

2,213:27 


Unclaimed dividends 










4,110,345,00 
15,96S,4M.9& 







December SI, 1901. 



, 


8;iw;708:b7 




4| per cent 20-j-ear slnUng- 












7,206.878.08 



:old sinking fund subsidy Iwnds of tl.OC 



er 1, 18S0, (all due November 

et this bonded Indebtedncfa, 

till March 27, IMS. the same to 



pledged 

be drawn yearly In September to 
the drawn bonds to be paid on : 






le redemption of the principal; the t>oni^ 
tbc then surplus of tbesuteidy sinking ft 
h drawing, and thereby redeeming the wl 

ind is secured by an equivalent 1 



IS collatcrnl. Tke total may be reduced in cbe 



S. Deming, TreasitrtfT. 
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ending December SI, 1900 ai 



Advertising 

CablegranLB 

Hospital service 

L^ol expeDsea ,..,.._ 

SalsrIesoIotHeerfi 

galariee o[ clerks and alMndaula 

OIHce expensee. stationery, andpiiDtJng 

AdvertiBing 

Clearing wrecks 

EnglnBers and firemen 

Fuel lor loeomoliveB 

Injuries to persons 

I*bor— Colon and Pananm slatloDs 

Oil, tallbw, waste, and other supplies tor locomotiTes . . . 

Boundbonse men 

Snperintendence and clerks 

Switchmen, yardmen, and yard watchmen 

Station AKents and clerks 

Station lappliea and expenses 

Slattonery and printing 

Tr^n coDductois. baggagemen, flagmen, and brakemen 

Train snpplies and expenses 

Tetegrapli expenses 

Other expenses 

Total 

Repairs ollrelght cars 

Repairs of locomotivea. ,.. ^ .,.,.,..........,.-- , 

Bepatrs of passenger care 

Repairs and renewals of shop machinery and tools ..,-., 

SuperintendetiCB and clerks 

Slationery and printing 

Repairs of bridges and culverts 

Repairs and renewal of general offices 

Repairs ol road machinery and tools .--'-, , . 

Repairs ol roadway and track 

Renewals of switches and frogs ..-.'.,..,, - . 

Kenewali of spikes and rail faslenings 

BepaliB and renewal of station buildings 

BepaitB of shop balldlnga, water and fuel station) 
Repairs ol secuon houses, tool houses, etc 

Repairs of tel^raph 

Removal of weeds, brush, grass, etc 

Superintendence and clerks 

Stationery and printing 

Other expenses 



12S,364. 
2,779. 
S,211. 
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Cuslom-Iiouse eutiaDce, 



and consular tees, etc . . 



.mLHsary departments. 



Labor ou caivo 

Lat>or on cptiT 

Labor on aahea 

Lose and damage . . 



PaiuUns: Bbips' bote 

Repaire, deck, eDglne, and eommlswrs' d., __ 

Stores, deck, engine, comm 188817, andBUiBeun's departmen 



engine, and eommlssan' departmenU .. 



Labor 

OIBoe expense! 

Repalrsand rent of offices and whar 

Salaries of agents and clerlts 

Stationery and printing 



2,885.1s 
1, SOT, 86 
17, 374, 27 



I.p™». 


■m. 


1900. 


OBKBBiL BIFBNSES, SEW ¥OBK. 


$1,J28.M 
e, 615. 74 
9 149.82 

70,271.60 
1,181.23 

l! 074! 93 






9,76&.18 




Safariea of general ofBoere andderks and direcWri-' and committed" fees. 










3,141,81 






91,«1,98 


100,178.62 
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Eipenses. 


1901. 


ISOO. 


Portcbargea^ 


%:m.% 














1;f| 

Z,21L27 

,S;|| 




























Loea and damage — 








































211.898,34 










1,207.15 
Si.596.S7 

"'11 






































111.798,89 




■ 





Table No. 5, — Ntimber of Urns of freight moved on the railroad. 
(I) FROM ALL POINTS TO ALL POINTS. 





1901. 1 1«0. 


increase. 


Decre^c. 




«,465 
28,456 


26,903 

16,217 
22,118 


Pertmi. 

12.87 

70.80 
54.46 


Percent. 


From New York to PHaama, Sonlh Pacific, Central America, 




From Europe lo Panama, Soutii Paciflc. Central America, 


















195.743 


1B3,75B 


27. SI 










42.086 
69,661 

79, ass 


80,624 
88,046 


.,.„ 




rromSouUi Paclfie, Centre) America, Mexico, and Paoama 




From South Paciflc. Ceotral America, Mexico. San Francia- 


2.81 




'^oES.r,SS..'.'r'.'; 






28.71 










189.841 


203,619 














385,684 


867,377 


7.89 
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Tabi* No. 5. — Number of long of freight moved on the railroad — Continued. 
(2) COUNTRIES OF ORIGIN AND DESTINATION. 





1901. 


1»00. 


Increase. 


Decrease. 


„™ „„,.,., 




40.936 
35,374 


Perceal. 

II 


P^c^- 
























195.718 


158,758 


27.31 








PANAMA TO COUIN. 


25, 8U 

80^318 
42,55^ 
i:029 


93,511 
30,628 
i:i88 




















3S.93 
















189,841 


203,619 














386,584 








' 







Monm. 


1897. 


1898. 


im 


19CC. 


»1. 




TVns. 
26.886 


Tom. 
23.708 
29, W3 

25.899 
18,007 

Is 

15,818 

li 


V»u. 


29.116 

38.381 
29.870 
25,286 
25 982 
22,415 

ii 


^•.. 




r 


888 
575 

645 

143 


I 

29 
20 
86 
28 
34 
80 






i 

20 
20 

l: 


978 

004 

435 
470 
















































ai8,iM 




167,811 
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! No. 7. — Slalement x 





Pint 


o Panama. 




TO colon. 


Month. 


^^ TO 


al. 


Cl^. 1 ClM. 


Total. 


January 


232 

222 
203 

IM 

203 


3,S87 ; 

31836 ; 
4,514 ■ 

S]«63 s 
3 710 3 
g;089 3 
2,»43 3 
2,731 2 
2,978 3 
g;090 8 


0« 

TM 
516 

938 
244 

244 








i, ■ 

167 i 


K2 

i 

fios 

948 

284 


















































2,422 


42,567 44 


mi 


2.165 42,007 










89,161 



January 


178 

185 

272 


2)226 

II : 

3; 670 


2,462 

IS 

3,333 

3,460 


152 

447 
420 

153 
135 


2,TM 
3^354 
3; 538 

3! 236 
8;625 

i 


M6 


















































2,676 


38,981 : 


41,666 


2,916 


38,681 










83,232 



1901. 1 1900, 1 1901. 


190O. 


leoi. 


IKO. 


1901, 


IBOO, 


Tan*. ': Tom. Ibns, 
January 4,918 2,i21 6.304 


6.178 
^272 

11 

6,600 


8,032 
5,709 

ts 

6,274 
6;516 


1 
! 

1 

; 


788 
585 

642 


i; 


460 
540 

182 


li 


is, 


March 4,803 1 3,689 ^181 

April 8,285 7,422, 5,352 

May 4,108 1 2.256 I 5,148 

July '.'.'.'.'.'.'.'.',','.'.'.'.'.'. 2]237 i 1^766 ^ 5[674 


3e4 






Octoter^-^. s!^, i;296, elm 


K?; ; 


497 




6.6811 4,709. 8 


027 : 17 








^'""' "-^^ ^■^, ^^''^ 


54,906 ' 71,910 j aO,6!8 195,743 


163.758 
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"^^.X 


"o^and 




.fO^-.ll 


Through from all 


Total. 






















1901. : 1900. 


1901. 


1900. 


1901. i 


1900. 


1901. 


1900. 




Tmi 






^. 




Tont 






































































































































































33 






S« 


13,178' 


12,661 


17,678 




Diceraber 




4« 


4.400 












Tolal 


8 718 


7 730 


79.38e 


77.219 


101,737 


118.670 


189,841 


203,619 



Table No. 10. — -Stotement of tnferesl and exchange. 



».».«.■ 


1^1. 


S95.M 


Credila. 


1901. ; 


im 


Lo^ on exc 


ige items.... 


188.50 


Itileren on deposits nlth 

London hankBra 

iDle™.! on bonds in 


m, 259. 83: 

14,3.10.00] 


»,„,.„ 


Balancb, lie 


receipts 




of sundry ftccnimui 

Fronton excliai^e. New 
Yorlc, London undlBth- 


Jm:» 




tntere»c on advnnces lor 
cwDHlructlon I& Boca 


59,749.38 !. 












88,754.10 


17,834.73 


88,7&l.iO 


"■««■" 



Table No. il.^Statement of operating expenses oj niilroad (by moTdhti) for the year 1981. 





,...„. 


ar>-. 


Mareh. 


April, j Ma 


. 1 Jnn«. 


July. 












jl aintenance of way and struc- 


9; 377: 05 9;380:90 
6,M6.78 5,035.03 


:3!50o!s4 

8,308.-7 


9;i5o:a7 id;3S8:46 ii;25i;5o 

6,119.86 11,428.28 | 9,023.49 


30, 106. g 
7,397.09 


■'«'"' 




56,707.88 


50,321.39 |«0,OH0.ffI 154,662.73 


65,223.67 


A™™,, 


Septerabep, Oolober. 1 November 


December.; Total. 




29: me; 


3o;«9:oo 3o;fi69:86 30; So!* 

11,742,62 9,690.26 a4,8fi3.69 
5.547.89 12,326.43' 7,478.46 


■29; 445! 57 37S;02'J:S8 






■">" 


65,118.92 


50,886.6i' .'>5.791.28^ 37,283.11 


51,106.59^ 62.%2«2.63 
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briwry. March. 



Charlijr of Steameni . . 
Totiil 



il.74 ; 65,647.78 65.457.1 





Ai.gu«. 
£44. 193. 24 

nliwioo 


September. 


October. 

{44,216.61 
TimOO 


SoTcmber, i December, 


Total. 


SteaniCTt ucnse 


¥-1,640.12 

Kimoo 




J5R5 877 45 


asSE-iw::::: 


n.mooj 14,710.00 


117,202.81 




71,107.05 


fig, 57*. 42 


65,601.74 


73,109.37 1 79,269.42 











■■| 


z 


MMi'h, ! April. Mftj-. ' June. July. 


Agency ti.xpcn'^^ 


mm 13 ifio 


(20,S78.37 'S20,5«).(« jll5,L-,3.33 ,»18.998.fl3 


i 113,172,48 
■ 7,657.91 


19,BO».0l) 28|oo6.00 






46,744,26 : 68,5Sl.e4 


60,805.18 1 82,874,02 42,897.60 1 46,405.04, 38,555.39 






Augual. 
£18,954.66 




November. 


December. 


TOUI. 


Steamer exDcnm 


114,487.17 S24,636.S7 


817,406,42 


£14,809.82 


1216 580 21 






Charter of steamers.... 


279,659,33 




49,1»9.66 




56,8B5.66 


3S,632.22 













Table No. 14. — Statement of earmngs ofrailTnad {by months) for the year 1901. 



March, . April. 



Fwight, Colon lo Panami 
Freight, Panuua to Coloi 



Panetuers, Panama to Colon. . : 

Mails, Colon to Panama i 

Maila, Panama to Colon 

Treasure, Colon to Panama. . - - 

Treasure, Paaama (o Colon | 

EilTft baggage. Colon to Pan- | 

Extra baggage, i^nama to 
Colon I 



Freight, Colon to Panama . . 
Freight, Panama to Colon . . 



laurc, Colon to Panama. . 
;a Iwggage, Colon to Par 
:a bnggage, Panama t 



517. H 

1,257! 



63,792. 
2,9a).L_ 
2,^9.22 
8, 860. OS 
3S1.12 
424.05 
1,150.72 

637.; 



September. I October. 



£58,673.49, 151,265. 



3,209. 
^19l!55 



l! 936! 68 
^676! 47 



£54,176.09 £54,702.1 
60,969.84 39,863.3 
3,608.09 2,625.7 



1606,185.65 
39|2S6!81 



9,695.40 
7,460.87 



19,006.57 107,661.961,1 
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Table No. 15.— 





January, 


ary. 


March , Apr 


,, : „.,. j ,.... 


July. 


Freight. 


162,091. 18 
e02.6^ 


149,633.0: 


156, 357. 32;f74, 414. 20'860. 946. 3? i62, S06. 88 S6l, 898. 59 
6,340150 7,405.4,5 5,916;67; 6,OKb!39; 7,717^36 


Mf^X'lo'ii^ 


12,609.10; 9,297.65 
530.83 409.6! 


8,301.69 16,433.34 14,083.89 15,181.82' 18,222.72 






Towl 


83.323.35 e5,7W,92 


72,864-63 99.088.16 82,ll4,3i; 84.751-18 89.313.01 




Aagast. ;september.| October. iKovember. December, 


ToUI. 


Freight 


S68 696 22 »40 827.94; (60,042.e( 

137 >3 220^65 'm.^, 
12 178 35, 10 984.76 14,20'2.2.'j 


(58,234.10 
197.06 

lS,flM.l( 


»67,769.27 
266.41 

I0,10i:^ 
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Table No. 19. — KiAliiig stoet ei/uipment. 
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EXHIBIT T. 
OFFICIAL PROPTOAL OF SALE TO THE UNITED STATES. ' 



Taken fvom the record of the delibemtions of the couoeil of admin- 
istration. 

Session of January 9, 1902. 
Present: MM. Bo, president, 

Monvoisin, vice-president, 
Terrier, vice-president, 
Bourf^eois, administi"ator, 
Couvreux, administrator, 
Forot, administrator, 
Giievdan, administrator, 

Le Baron de Lassus St. trenies, administrator, 
Georges Martin, administrator. 
The council decides unanimously to make an offer at a fixed price 
for the cession to the Government of the United States of all the prop- 
erties and rights which the New Company possesses on the Isthmus, 
without any exception, for $40,000,000, and it delegates to its presi- 
dent, M. Bo, all powers to transmit that offer, and effect and sign the 
said cession. 
Copy conforming with the original. 

M. Bo, 
President of the Council of Administratimi. 

Telegb*m Addressed to Admiral Walker, January 9, 1902. 

The New Panama Canal Company declares that it is ready to accept 
for the whole of its properties and rights on the isthmus, without 
exception, the sum of ^0,000,000. This offer good up to March 4, 1903. 

Bo, 
I^efAdent of the Council of Adtnimstraiion. 
Certified to be in conformity with the original. 

Bo, 
I^-esiihiit of the Council of AdminUttratwn. 

Telegram Addheshed to Admiral Walker, Janl'aby 11, 1902. 

The offer of cession of .all our properties comprises also all plans and 
archives at Paris. 

Bo, 

l*resideni of the Council of Administraiion. 
Certitied to be in confomiity with the original. 

Bo, 

President of the Council of Adminintration. 



Taken from the report of the ordinary geneml meeting of stock- 
holders of the New Panama Canal Company, held December 21, 1901, 
in the hall of the Association of Agriculturists of France, 8 me 
d'Athenes, Paris, 
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Saturday, December 1>1, li)01, at 2.30 p, m. 

The stockholders of the New Panama (%na\ Company, an anonymous 
association, with a capital of 65,00(*,00U francs, having its headquarters 
at Paris, 7 rue Louis- le-Gi"and, 

Having met in ordinary general asaeml>ly at Paris, in the hall of the 
Association of Agriculturists of France, 8 rue d'Athenes, in conse- 
quence of a call inserted in the general journal of announcements, issue 
of Friday, November 29, llK'l, called "Little Announcements" (Fetites 
Affiches), M. Bo, vice-president of the company, presiding, 

The president announces that the roll of those present, signed bv 
each stockholder upon entering, shows the presence of 227 stockhold- 
ers, I'epresenting either for themselves or as proxies 592.304 sbai-es, 
giving a right to 7,523 votes, to wit, more than half of the company 
capital; that in consequence the meeting, being legally constitutecl, can 
validly deliberate. 

He places upon the table the stamped copy, recorded and authenti- 
cated, of the number of the Petites Affiches of November 29 aforesaid. 

Aftei'wards the president invites to assist him two of the principal 
stockholders present: 

M. Jean Pierre Gautron, judicial administrator, in the name of and 
as liquidator of the Universal Company of the Interoceanic Canal of 
Panama, having headquarters at Paris, 42 Kue de la Chaussee d^Antin; 
and M. Uribe, residing at Paris, 12 Rue de Bassano, consul-general of 
the Republic of Colombia, specially accredited to represent his Gov- 
ernment at the meeting, 

The liquidation of the Universal Companj- of the Interoceanic Canal 
of Panama, being owner of 168,655 shares, and the Government of the 
Republic of Colombia of 50,000 shares. 

MM. Gautron and Uribe accept the functions of examiners and take 
their places at the table. 

The president and examiners designate as secretary of the meeting^, 
M. Edouai-d Lampre, residing at Paris, 39 Boulevard Berthier. who 
accepts. 

The bureau being thus constituted, certifies the list of those present. 



SECOND RESOtX'TION. 

The general meeting, after having heard the report of its council of 
administration, approves the conclusions of that report and gives all 
powers to its council of administration to negotiate the cession of the 
properties, concessions, privileges, etc., of the company, and to con- 
tract, with the reservation of ratification by the stoclcholders. 

This resolution is adopted almost unanimously. 

(Signed) Bo, 

Gautron, Jose Pablo Lribe, 

An Kxaminer. An Exammer. 

Ei>. Lasipre, 

The Sfcretary. . 
Certified to bo in conformitj' with the original. 

Bo. 
President of the Council of Adininwtration. 
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Taken fvoin the report of the ordinary geoeral meeting of- stock- 
holdei's of the New Panama Canal Company, held December 21, 
1901, in the hall of the Association of Agriculturists of France, 8 Rue 
d'Athenes. Paris. 

Saturday, December 21, 1901, at 2.30 p. m. 



THIRD RESOLUTION. 

The general meeting ratifies the nominations of administrators made 
by the council uf administration in pursuance of article 28 of the 
by-laws, of M. Kischmann to replace M. Rou^et, of M. Forot to leplace 
M. Hutin, and of M, Bour^ois to replace M. Choron. It appoints, 
besides, M, Gueydan as admmistrator, who will make the tenth admin- 
istrator, and decides, in conformity with article 22 of the by-laws, that 
four administrators instead of thi-ee shall be designated before the next 
general annual meeting, which will vote to replace or reelect them. 

This resolution is adopted almost unanimously. 

The order of the day being accomplished, the sesfion adjourns at 
4 o'clock. 

The faith of which there has been drawn up the present report, 
which is signed bj' the members of the bureau to serve and value as it 
lawfully may. 

M. Bo, 
The. President. 
P. Gautron, Jose Pablo Uribb, 

An Examiner. An Examine): 

Ed. Lampre, 
The Secretary. 
Certified to be in conformity with the original, 

M. Bo, 
President of the C'"iu)vi] of Admiimtraticii. 



OPINION BY mAiTRE DU BUIT AS TO JUDGMENT CREDITORS OF THE 
COMPAGNIE UNIVERSELLE. 

According to French law judgments, even for liquidated sums 
obtained against a debtor, do not in themselves confer upon the cred- 
itor any right of preference or right to follow the property of the 
debtor. 

These judgments carry with them a judicial lien upon all real estate 
(art. 2123 of the Civil Code); that is to .say, they confer upon the 
creditor who obtained them the right to obtain a lien by an entry on 
the registers of liens of the place where the propert}' is situated (art. 
213-1), but the lien affects the pi-operty only by virtue of the entry. 
Unless the claim sanctioned by the judgment is in its nature a claim 
preferred as to certain property or as to all property, the creditor can 
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not obtain from the judgment or from the date of its entry any prior- 
ity over claims, whether supported by executory instruments (judg- 
ments or notarial deeds) or not, whatever may be their earlier or later 
dat*. (Arts. 20il3 and :20»4.) 

The existence of these judgments does not affect in any way the 
right of disposition, which continues to belong to the debtor; all aliena- 
tions not made in fi-aud of creditors, are, therefore, valid, and transfer 
title to the purchasei-s (art. 1167), subject to the right of redemption 
in the case of conveyances of real estate. 

The only effect of judgments is to allow the ci-editor who had no 
executory instrument, but only a private right, to levy upon and have 
sold, the projxirty, personal and real, belonging to his debtor(art. 545, 
Code of Procedure, 583, 073); but this right, even when exercised, 
does not confer upon him any right of preterence in the proceeds of 
the sale of the personal or real property upon which he has levied, and 
which he has had sold (arts. 2093, 2094, Civil Code). All other credit- 
ors of the 'same debtor, whether they hold executory instruments or 
not (art. 609, Code of Procedure), have the right to come in to shai'e 
ill the proceeds of sales made at the instance of the most diligent. It 
may even happen that in the disti-ibutions (art. 656 et seq. of the Code 
of Procedure) or in the orders (these latter are open, as to the price of 
real estate) (art. 749 et see], of the Code of Procedure) which the court 
may make for the distribution of the price, the creditor making the 
levy may find himself confronted by creditors having a light to pri- 
ority, and that he may be reduced, after the deductions made for them, 
to receiving only an insignificant share. 

It will be seen, therefoi-e, that the act of 1S93 might, without vio- 
lating any nile, and without disregarding any vested right, provide 
that the creditors (not mortgage creditoi's, moreover) of the Com- 
pagnie Universelle de Panama, which owned no real estate in Fi-ance, 
should not have the right to enforce, themselves, judgments which they 
might have obtained before the promulgation of the act. In fact, 
these judgments would not have given, even in case they had enforced 
them by levy and judicial sale of certain proper^, any exclusive or 
preferential right to the proceeds of these sales. These partial execu- 
tions could only cause the most serious inconvenience, in that they 
would have paralyzed the liquidator, who alone could have made any- 
thing out of the principal asset, the canal concession; a levy upon 
and sale of this concession in the ordinary way would, moreover — it 
might be feared, at least— destroy the value of the concession. Such 
is Sie purpose of the act of 1893 on this point. It deprives none of 
the creditors of the only right which French law recognizes in him, 
that of receiving his proportionate share of the assets of his debtor, 
the Compagnie Universelle. (Art. 2123 of the Civil Code.) 

The Government of the United States, therefore, in case it should 
become the purchaser of the concession, would in no way have to con- 
cern itself with the creditors of the Compagnie Universelle, who had 
obtained judgments against it before the promulgation of the act. 
It has, moreover, been exjjlained in theopinion that all rights of cred- 
itors of the Compagnie Universelle as to the concession and the rest of 
the assets of that company have been cleared away, so far as concerns 
the New Company and third parties who may become purchasers from 
it in future. (See art. 609, CoOe of Procedure: "Creditors can not 
intervene except upon the price of sale.") The rights of creditors, 
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whatever they amy he, have been transferred to the price of the 
sale made by the liquidator, in the form of a contribution to the 
company, so that third parties have nothinjf to do with any diffi- 
cultiei- and competitions which may arise between creditors and the 
liquidator. If, contrary to the fact, it were even supposed that 
the holders of judgments against the Conipagnie Universelle have 
thereby gained a better situation than that of the other bondholders 
or creditors, and would have a right to payment in full, this would 
still ' be only a right of preference lii the price, and not a right tiifol- 
Tmi\ affecting any part of the assets of the old Compagnie Uniyerselle, 
as aeainst outside purchasers. The question, which is wholly internal, 
woiild have no importance to third parties, especially to the Govern- 
ment of the United States, which would never have anything to fear 
from tbeni. 

Given at Paris, September 15, 1902. 

(Signed) H. Du BuiT. 



EXHIBIT V. 

OPINION OF ME. WALDECK-ROUSSEAU, ADVOCATE OF THE COlfRT OF 

APPEALS OF PARIS, ON THE TITLE OF THE NEW PANAMA CANAL 
COMPANY TO ITS CONCES.SIONS AND OTHER PROPERTY AND ITS 
POWER TO CONVEY A CLEAR TITLE TO THE UNITED STATES. 

The questions submitted to the counsel underaigned are contained in 
a letter dated September 6, 1902, and are formulated as follows: 

I. Has the New Panaina Canal Company a C'ertain and abpolute title to the prop- 
erty which it has offered for sale to the (Jovemment of the United States? 

It. Is this Hroperty in any measure legally encunibered by the debts and liabili- 
ties of the old company? In the event of the United States purchasing this propertv. 
would they, by ea doinft, become responsible for such debtsand liabilities and would 
they thereby assume any kind of obligation to the shareholders, bondholders or 
Other creditors of the old company? 

III. Is the a«t of July 1, \WA, unimpeachable and absolute according to the 
Constitution and a<«ording to French law' Ha*e the French judicial authorities 
power to discuBe the validity of said act? 

IV. Is the New Panama Canal Compan\ m an\ measuie a go\ein 
ment corporation in Fmnce, and ib the cooperation of the Fieneh 
Government necessaiy for the transfer which the New Panama Canal 
Company proposes making to the Government of the United States! 

V. Will the proposed transfer, duly caiTied out by deed of the Mew 
Panama Canal Company, and by deed of the liquidators of said com- 
pany, the dissolution of which would be declared, place in the hands 
of the United States an absolute and unconditional title to the tmn.s- 
ferred property, without the United Stat«s assuming any of the obli- 
gations of the old company to the shareholders, bondholders, and 
other creditors of said company? 

Of course, the New Panama Canal Company, having made the transfer, will, with- 
out delay, fulfill all its obligations towards the liquidator of the old company, as they 
appear by the decision of the arbitrators dated February 11, 1902, made in execution 
oi the contract dated December 24, liNjl. 

To answer these questions, it is necessary to refer to the private or 
judicial documents, the chain of which shows at once the nature of the 
Panama Canal concession and the various transfers of ownership of 
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which it has been the subject. This historical review has been ali-eady 
presented with the greatest clearness and the most scrupnlous accu- 
racy in different opiniona given either by Mes. Limbourg, Devin, Du 
Buit, Thi^blin et Gontard, counsel at the bar of Paris, or by Messrs. 
Sullivan & Cromwell, general counsel of the new company in America. 
As we shall have, in stating our opinion, to quote the exact text of the 
documents mentioned in these statements, it is enough, for brevity, to 
review generally the series of facts and instruments. 

I. 

The concession for the Interoceanic Panama Canal was obtained bv 
M. Wyse. (Agreement of March 23, 1878— law 28 of 1878, of 
Colombia.) 

Not onlv by its nature was it ti-ansferable, but its transfer to a com- 
pany bv the concessionary and by this company to other companies or 
capitalfsts was expressly contemplated by article 21. 

II. 

It was, in the first place, to the Compagnie Universelle du Canal 
Interoc^anique that the concession was transferred. This transfei- is 
the subject of no criticism. It was made in consideration of certain 
advantages granted to the transferrer^ It is to be observed that every- 
body admits that, by the contribution made to the Compagnie Univer- 
selle, the latter became owner of the concession with all its advantages 
without anyonis ever thmking of mamtaining that the tramfei'rer 
reserved any other rights tJnan that ofrequiri/ng the performance of the 
correlative admmtages stipulated in the transfer. 

III. 

There is no need of reviewing the difficulties encountered by the 
Compagnie Universelle, or its financial vicissitudes. In 188!) it was 
driven to dissolution. Application was made to two jurisdictions — the 
one recognized in the company a commercial character, the other a 
civil character. It was the latter opinion which prevailed before the 
court of appeal, and it is the decree of the civil tribunal of the Seine 
of February 4, 1889, which having become res judicata governs the 
liquidation of the companj'. 

IV. 

The same decree appointed the liquidator (M. Branet), and in the 
enumeration of the powers of this liquidator mentions that of trans- 
ferring or contributing to ant/ neiv canipanyall or part of the corpoixite 
assets. We shall say, further on, that this express statement was 
super eTOgatoiy, such an act, under French legislation and jurispru- 
dence, being lyy law within the powers of the fiquidator, since it is of 
the essence of his duties to realize upon the corporate assets. It should 
be added that, in this particular case, transfer by contribution to 
another company of assets of this sort was, in truth, the only possible 
way of realizing upon them, the property involved being not real 
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esitate or personal property of little importanee, and already producing- 
a return, tmt a colossal enterprise, to be earned out, and which could 
produce a return only after its completion. 



It is unnecessary to review the moditications in the liquidation in 
consequence of death or other causes, and it is enough to observe that, 
if the person of the liquidator has changed, the powers of liquidation 
have remained the same, 

VI. 

^or do we think it necessarv to enter into the details of the laws for 
extension of the concession I'n 1890, 1893, or 19f)0. They have, for 
the present opinion, no other importance — though this is consider- 
able—than to show the approval given by Colombia to the transfer 
made by the Conipagnie L'niverseile for the benefit of the new company. 

VII. 

The new company was formed on October 20, 1894. In fomi, as in 
substance, it is a prirat^^ company, formed under the general act of 
July 24, 1867, and that of August 1, 1893. like all commercial com- 
panies, and without connection with the Goveniment. All the formali- 
ties prescribed acknowledgment of. the articles of incorporation 
before a notary, subscription to the shares, payment of one-fourth of 
the shares, declaration of subscription and of the payment of one- 
fourth, meeting of the shareholders for organization, approval by a 
second meeting of the contributions, etc. AU- li'</al f'/rmalitlfx were 
fuljilled, and the regularity as well as the validitj' of this company 
must be considered as beyond doubt. 

VIII. 

The articles of incorporation show the purpose of the company — the 
construction and operation of the canal; that is to say, the utilization 
of the concession of 1878 held by the liquidation or the Compagnie 
Universclle. 

The purpose of the company could not be attained unless it became 
owner of the concession. The liquidator, authorized so to do bv the 
decree of February 4, 1889, became a part}' to the articles in oraer to 
confrthtit'- to the aiuipiiiiy: First, this concession {nil rigkU vihati-rer 
resulting for the benefit of the company in liquidation from the laws 
of the Government of Colombia of ilay IS, 1878, and December 26, 
1890, etc.); second, the works executed, yards, plant, etc.; third, the 
plans and estimates; fourth, the rights of every nature of the Com- 
pagnie Universelle relating to the l^nama Railroad. 

In a word, the liauidator contributes to the new company the orig- 
inal concession, witnout exception, and the increment resulting from 
its works of acquisitions. 
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IX. 



In our law it is correct to say that contribution to a company is 
nothing else than a sale." It is in essence a transfer of ownership. It 
may be stated that the numerous precautions taken by our legislation 
concerning commercial companies have for their principal purpose to 
inform the public of the assets, and so of the solvency, o£ the company 
formed, whence the publicity which must be given the articles of 
incorporation, and to guarantee the substantial character of the con- 
tribution and the correctness of its valuation, whence the appointment 
of commissioners to report upon the value of the contributions and 
the verification by a shareholders' meeting, the majority of which is 
fixed by law. 

Therefore to say contribution to a company is, by the same words, 
to say transfer of the ownership of the contribution for the benefit of 
the company. 

X. 

Certainly, the ownership contributed may be subject to incum- 
brances, hilt only those which are enumerated in tfie docionent and made 
puUic ai-e mliaand may form the gubject of any action at law. Any 
reticence, any dissioiulation, of a sort to modify the value of the con- 
tribution, and, consequently, the security of third parties, would be 
fi-audulent, as tending to give a false idea of the credit of the com- 
pany. In any case, it would be wholly inoperative, void, and non- 
existent, and could not furnish a foundation for any action susceptible 
of being brought to their prejudice before the courts. 

XI. 

The only encumbrances which there can he upon the contribution 
made hy the liquidator are, then, those enumerated in these articles: 

First. The obligation of the new company to conform, with regard 
to the grantor, the Colombian Government, to the terms of the law of 
1878 and that of 1890, and to pay all sums due by the Compagnie 
Universelle to tliat Government. 

Second. The obligation to provide the Compagnie Universelle and 
the Government of Colombia certain limited advantages. Thus, the 
new company must pay over to the liquidator of the Gjmpagnie Uni- 
verselle 60 per cent of the net profits and issue to the Colombian 
Government, in conformity with the extension law of December 26, 
1890, 50,000 full paid shares out of those Issued to form the capital of 
the new company. 

o V. LyoB Caen and Renault, Traits de Droit CommerciaJ, t. II, No, 16; 
Ownership is transmitted, by the member who makes the contribution, to the 
(ciation, when the latter conetitutee a legal person, or becomes common to him 
and bis fellow-members, when the association has no personality. In the former 
case ownership is entirely transferred; in the second transfer is made for the benefit 
of the other members only to tie extent of the excess beyond the share assigned to 
the member who makes the contribution. The relation of the member by whom 
the contribution is made, to the company, or to his fellow-members (according 
to the distinction just stated), is analogous to the relation of a vendor to his 
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There is nothing in this part of the articles but a very ordinarv and 
very normal method of compensation for the contribution. The con- 
tributor, in exchange for the propeity which he transfers to the 
company, may receive either a price in money, paid once for all, or 
an eventual interest, a share in the proiits for example, resulting from 
the business, or full-paid shares; these are methods between which he 
may choose and which may be either modified or combined. He may 
then receive both an eventual interest and shares. 

But in any case, and whatever may be the form of remuneration, this 
remuneration is the equivalent of Uie abandonment to the company of 
the contribution, and it falls within the rule that the contributor can 
not both receive the price stipulated for the thing transferred and 
retain all or any part of his o.wnership. The company acquires the 
ownership of the things contributed and the contributor loses it. 

XII. 

Among the assets of the liquidation were shares of the Panama Kail- 
road, 'rhey were also transferred to the new company, but not abso- 
lutely, like the other property. The transfer is wnditiomil. If the 
canal is completed within the period by the new company, the latter 
becomes absolute owner of the shares. In the contrary case it must 
either restore the shares or pay for them bv an indemnity of ao,0iXI,OO0, 
the share of profits assigned to the liquidation being then fixed at 50 
per cent. 

xni. 

It has been said that to contribute all the assets of the dissolved 
company to a new company was within the ordinary powei-s of the 
liquidator. This right iiad been expressly conferred upon the liquida- 
tor by the decree of 1889. The use which he made of it for the benefit 
of the new company has received the sanction of the act of July 1, 1893. 

By recognizing a civil character in the Oompagnie Universelle an 
almost inextricable situation had t)een created. In a civil liquidation 
there is not, as in a bankruptcy or a commercial liquidation, a }>iifly of 
creditors represented by a common i-epresentative; each of the cred- 
itors remains empowered to bring individually any suit, any claim; 
what is adjudged against or for hmi can neither bind nor benefit the 
rest. It was in order to apply to a civil liciuidation. bv virtue of 
a special provision, the methods of a commercial liquidation that 
the act of July 1 was passed. But it had to consider, at the same 
time that it ousted the creditors for the benefit of a representative, 
the protection of their interests in the liquidation. It devoted a title, 
title 2, to the liquidator. In articles 10 and 12 it expressly sanctions 
the right of transfer of the assets in the liquidator, and, while sanc- 
tioning it, surrounds it with new safeguards. Thin traitsftr mu^t hn 
confirmed by the tnhmud. It, as well as the decree, shall be published 
in official form; intervention may be made upon the decree during the 

Eeriod of a month. When this period has passed, and when the decree 
as become final, having the autnority of rexjudicnta^ the transfer can 
no longer be attacked by anyone. 

Thus, and subject to judicial confirmation, the right which M. Crau- 
tron used in the fomiation of the new company is sanctioned at once 
by general law, the decree of February 4, 1884,"theact of July 1, 1893. 
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XIV. 

The formalities prewcribed by the act of July 1, 1893, were observed. 
The contribution made to the new company was the subject of a decree 
of confirmation of June 29. 11S94. It was regularly published. There 
were interventions; they were overruled by a new decree of Aug-ust 
8, 1894. The right of tfie liquidator to make the transsf er, an it appears 
ill the articiKS ofinciirporutvin. of the new company, without any other 
obligation than those expressed in the articles, is, therefore, crqa 
oiiines, sanctioned bj- the authority of res judtmta, and can not be the 
subject of controversy in the coui-ts, 

XV. • 

Article ~f> of the articles of incoipoi-ation provides for the appoint- 
ment of a technical commission, after the expenditure of about half of 
the capital, for the purpose of m&kiug a report upon the possibility 
of completing the canal and the most suitable means for reaching that 
end. It was appointed on February 26, 1898, and made a report on 
Februarj' 23, 1899, in favor of the possibility of constructing the canal. 
By agreement between the liquidator and the company it was arranged 
that the meeting of the shareholders should not pass upon its conclu- 
sions until 1903. 

We may therefore suppose that at that time the liquidator and the 
company were considering the advantage which would result for all 
from a new armngement. 

XVI. 

It was, in fact, at the conmiencement of 1901 that negotiations began 
with a view to the transfer of the canal to the United States. In case 
of transfer to the United States the nature of the assets of the liquida- 
tion would undergo a change. It possessed, before this transfer, an 
interest of 60 per cent; after the transfer it could claim in the proceeds 
of the property of the new company a share corresponding to the 
benefit which it would receive as a shareholder and from its interest in 
the company. 

The liquidator, being of the opinion that this transaction might con- 
stitute, within the meaning of article 10 of the act of July 1, 1893, a 
realizing upon assets, complied with the provisions of that act. He 
presented an application on July 30, 1901, to be authorized to enter 
into an agi-eement with the new company on all questions which the 
United Sta.tes might raise, the fixing of the price, and the setting off 
to the liquidation of its share in the pivaceeds of this sale. 

A favorable decree was made on August 2, 1901. It has become 
-final. 

On December 24 an agreement, submitting possible controversies to 
arbitration, was signed by the liquidator and the new company, and 
gave the new company power to deal with the United States and to fix 
uie price and terms of the transfer. On February 11 the arbitrators 
proceeded to make the adjustment which had devolved upon them. 

This agreement of arbitration was confirmed by decree of March 19, 
1902. The same decree authorized the transfer for $40,000,000. There 
was an intervention. A decree of July 13, 1902, overruled this inter- 
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vention. It was confirmed by a decision of August 5, 1902. Here, 
again, by virtue of the authority of res judicata, the autborization 
given by the liquidation to the new company to transfer to the United 
btates, the mode of adjustraent to be reached between these two par- 
ties, are so many res judlmttB which can no longer be the subject of a 
new action. 

XVII. 

In truth, this procedure, the authority of which is of great value in 
the present difficulties, might have been omitted. The tribunal had, 
by virtue of the act of Juh' 1, 1893, authorized the liquidator to con- 
tribute to the new company the assets of the Compagnie Universelle. 
The consideration for this contribution consisted of 50,000 shares 
issued to the Colombian Government and 60 per cent of the profits of 
the new company. It i.s enough to say that it was subject to the work- 
ing, to the fortunes of the company, to all acts which it might regu- 
larly and lawfully do, either by virtue of general law or by virtue of 
its articles of incorpoi"ation. If this company might lawf iiUj' and regu- 
larlj' transfer its concession, the liquidator must submit to this as to all 
proper acts possible by the articles of incoi-poration. But it mav easily 
be understood that he was anxious to protect his responsibility, anil 
that, in the presence of a possible controversy, he settled the question 
in the direction of an oversci'upulous application of the act of 1893. 
Finally, it is to be not*d that the agreement of arbiti-ation had for its 
purpose to fix the method of settlement between those interested in the 
proceeds of the transfer of the assets of the new company, and that it 
was not unnecessary for a liquidator to obtain authority to make a 
compromise, an act which, in French law, is considered as particularly 
serious and subject to special authorization. 

XVIII. 

In anj- case, whether the approval of the tribunal was necessary or 
was only advisable and constituted a measure of prudent precaution, 
it is beyond doubt that the liquidator consented and was authorized 
by the court to consent to the proposed transfer by the new company 
to the Government of the United Btates. 

XIX. 

Finally, besides the liquidator of the Compagnie Universelle and the 
new company, there was a third party interested in maintaining the 
rights which it had under the copcession of 1878 — the Government of 
Colombia. Without referring to other documents exchanged between 
this Government and that of the United States of America, it is enough 
to say that on April 18, 1902, the envoy extraordinary of the Eepublic 
of Colombia to tne United States agreed with the Secretary of State 
of the United States upon a treaty, article 1 of which contains an 
authorization by the Government of Colombia, given to the new com- 
pany, to sell and transfer to the United States its rights, privileges, 
property, and concessions, as well as the Panama Railroad, and all* 
shares and paits of shares of this company. We shall omit, therefore, 
from the present opinion, all objections based upon the prohibition of 
transfer to a foreign government contained in the law of 1878. 
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A first fact appeai'.s from these oeeurreno^s, namely, the regular 
consent gi\'en by Vol'imhii., the liquidatoi^ and the new coiiifMiny to the 
plan of transfer to the United States. 



FIRST QUESTION. 



The title of ownership— certain and absolute owner.ship — which is to 
be invoked for the benefit of the new company, comes from the con- 
tribution which was made to it by the liquidator of the Compagnie 
Universelle. 

Article 5 of the articles of incorporation of October 20, 1S94, is as 
follows: 

A party to theas presents is M. Jean Pierre Gautron, jniiii'ial administrator of the 
civil tribunal of the Seine, residing at No. l.'l, Rue Tronchet, Paris. 

"Acting as and io the capiu-ity uf sole liquidator of the Compagnie Unis'erselle du 
Caoal Interoc^anique de Panama, bv virtue i>f the powers conferred by judgment of 
the civil tribunri of the Seine, datwl February 4, 1889." 

M. Gautron, appoiated to said office of liquidator by a judgment of the Chantbre 
du Conseil of tlie civil tribunal of the Seine dated July 21, 1893, in said capacity 
rontributes to the company: 

First. Alt rights accruing to the company in liquidation from the laws of the Gov- 
emiuent of the United States of Colombia, dated May 18, 1878, and December 26, 
1890, as well as from any decrees, acts, or things whatever which have occurred in 
the execution of these laws with all the advantages jtrovidei) \ty these laws, together 
with all lands and real estate granted to the company in liquidation or acquired by it. 

All subject to the fulfillment of the conditions of the laws and extensiouH of the 
concessions, and to the payment of all sums remaining due from the liquidator to the 
Colombian (iovernment. 

Second. The works executed and under execution, workshops, buildii^a, hos- 
pitals, plant, erected and noterecteil, materials and supplies, etc., belouginf to the 
Compagnie Universelle du Canal Intero<:.-aDinue in liquidation, as well as all depos- 
its as security made by said comjtfiny in liquidation. 

Third. The plans, estimates, studies, documents of every nature collected by the 
Compagnie Universelle du Canal Interoct^anique, relating in any manner to the 
study, execution, or exploitation of the canal or its dependencies, as well as the 
benefit of all agreements willi all third persons. 

Fourth. The righta of every nature, part interests, and, generally, any others what- 
soever, which may belong to the Compagnie Universelle <iu Canal Interoc^anique in 
liquidation, in the railroad from Panama to Colon, operated bv an American coni- 
Iiany, called the Panama Kailroad Company, whose prnicipal office is at New York, 
as Mud rights are enjove<l and exist; M. Gautron, as liquidator, binding himself to 
transfer tlie same to the present company in the form requlreil by the laws of the 
United States of America in such manner, moreover, as the said rights and prop- 
erties are enjoyed and exist and in the condition in whicli they a 



e present company shall be the owner of the property and rights granted and 
contributed from tne date of its formal organization, except as hereinafter provided, 
with reganl to the Panama Railroad. 

This grant and contribution are made by SI. Gautron, with the reservations and 
HuWect to the conditions hereinafter expressed, to wit: 

First. There shall be appropriated to the liquidator 60 per cent of the net profits 
of the enterprise, as these profits shall be determined under articles .51 and 52 hereof. 

Second. There shall be appropriated 50,000 shares, full paid, on account of those 
now issued to the Government of the United States of Colombia, in accordance with 
the extension law of December 26, 1890. 

Third. The rights of every nature in the Panama Railroad, belongiiyi to the estate 
in liquidation and contributed by M. Gautron, under section i of this article, shall 
Iiecome the property of the present company from and after the stockholders' meet- 
ing provided for by article 75 hereof, without any pecuniary compensation, but upon 
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tlie express condition that the canal be constructed within the time fised by the 
acreeinent of concession. Upon default in completion within such time, said nghta 
ahall revert to the eutate in liquidation. 

If, contrary to all expectation, the meeting in question should not take the neees- 
Bftry action for the completion of the C4iiia!, or if the course of action adopted by the 
meeting can not be carried out, the said rights in the railroad shnll remain the 
proi>erty of the present company, butitshallpay into the estate in liquidation the sum 
of 20,000,000 fisncs by way of indemnity, and the share of profits set apart for the 
estate in liquidation HOall be half the profits of the present company without other 
deductions than those provided in sections 2 and 3 of article 51 hereof. 

Accordingly, said rights shall remain inalienable in the hands of the new com- 
pany until either the payment of the said Hum of twenty millions, or the entire com- 
pletion of the canal. 

Fourth. Until the entire completion of the canal, M. Gautron, in his official 
capacity, shall have the right to appoint a commitfflion of control, composed of three 
raeinberc, taken, as far as possible, froni among the engineers of the department ot 
bridges and roads and the inspectors of finances, to inspect the prtMrese 01 the works, 
the condition and maintenance of the plant and buildings, as well as the accounts 
relating to these different objects. 

The expense of this commission shall be borne by the new company. 

I. 

It is indisputable that everythingf which forma the subject of the 
present plan of transfer to the United States is comprised in the con- 
tribution enumerated in article 5. 

There is no dispute as to the validity of the title of the Coinpagnie 
Universelle to the property which was the subject of this contribution. 

If the Compagnie Uuiverselle was indeed the owner of the conces- 
sion and of what we have called ita increment, had it the right to 
transfer them? Did it transfer them regularly i Such are the first 
two questions to be examined. 

II. 

The Conipagnie Universelle had the right to transfer the concession, 
because it was the owner of it, the right to alienate being one of the 
elements of ownership. 

To make it otherwise it must be shown that the instrument by which 
it acquired them contained a restriction of this elementary right. Now, 
not only does this restriction not exist in the contract of 1878, but it 
contemj>l<it€8 a transfer, and eivii siiecesalve traimfera, and authorizes 
them. Furthermore, the transfer made was known to the original 
grantor (the Government of Colombia); It ratified it both beforehand 
and afterwards. (See especiallv the agreement of extension of Decem- 
ber 26, 1890, stipulating that the liquidator shall transfer all the assets 
to a new company — article 1 of the agreement of April 5, 1893, giving 
the liquidator time to form a new company^the agreement of May 7, 
1900, in which the newly formed company is expressly mentioned and 
recognized.) 

The right of transfer by the Conipagnie Universelle belonging to 
it, from the very fact that it was owner, this right not having been 
restricted by the agreement of concession, but, on the contrary, 
expressly recognized both by the agi-eements of concession and by the 
subsequent agreements above mentioned, we are of the opinion that 
the right of flie Compagnie Universelle to transfer to the new com- 
pany the whole of its rights is absolutely certain. 
8751—02 21 
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Did the Compaenie Universelle do regularly what it had the right 
to do? We say the company. It is it which made the contribution. 
Here we aiust avoid aa ambiguity. 

It 18 only in common language that we maj' say that a company dis- 
appears from the fact of its dissolution and liquidation. The truth in 
legislati<m, at least in France, is that it survives the liquidation. No 
doubt its purpose is profoundly changed; that is, in fact, no longer to 
undertake or continue the operations mentioned in the articfes of 
incorpoi-ation, but to settle them, to realize upon its assets, to pay off 
its creditors, to divide the net cash assets among its shareholders. But 
for all these operations, the legal entity of the company, the collective 
entity designated by the corporate name, remains and has not disap- 
peared. It is the company which realizes: it is the company which 
pays the creditors, reimburses its shareholders, answers any actions, 
carries on suita. It is this state of the law which in jurisprudence is 
expressed by this axiom: The company survives for hquicfation." 

So, the liquidator is not, with regard to the company, a third party, 
but a representative of the company. The law directs, the agreement 
usually provides, that, after dissolution, the company should be repre- 
sented by a mandatory, mii gmerls, the liquidator. Though invested 
with a mandate different from and more restricted than that of the 
board of directors, for example, he is none the less a representative of 
the company; if he alienates, it is the company which sells; if he 
receives, it is the company which receives. Moreover, anyone may 
be chosen for this new mandate, a third party, a member of the com- 
pany, a member of the board of directors, the board of directors itself, 
but, in this case, it will act, not with the general mandate resulting 
from the articles of incorporation, and with a view to the working of 
the company, but with the new and different mandate of representing 
the company for its liquidation. This maxim, that the company sur- 
vives for all acts of liquidation, upon voluntary or judicial dissolution, 
is uncontested in French law. 

It is, then, the company, represented by its liquidator, which made 
the contribution. 

It made it validly for the following reasons: 

First. The sale of the assets is fully within the powers of liquidation, 
because, usually, if the assets are not composed of cash, it would be 
impossible without a sale to make payment and division. Contribu- 
tion to a company is in reality a sale; contribution of the assets to a 
new company is one of the most usual forms of liquidation; it is 

« V. Lyon Caen and Renault Traits de Droit Commercial, t. II, No. 366: 

"When a company is dissolved, tbere is, strictly speaking, between the former 

members, only & comaiunity of interest. They are owners in common. Hence it 

might be said that there is no longer an artificial person, no longer a corporate fund 

distinct from the private property of the members. 

"But with such an idea there will be danger of impiuring r^hts acquired, to the 

f;reftt detriment of the credit of the company, or of hampering the working of the 
iquidation. * * * In order io ftvoid these results, jurisprudence has agreed that, 
in spite of the dissolution, the dissolved company still exists as an artificial person 
for Its liquidation, so far ae it may be used to protect the rights acquired, and not to 
binder the proceedings of liquidation." 
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also fnlly within the powers of liquidation. (See especially Cass., 
May 12, 1896.)" 

Second. Tbe liquidator, in this case, received this power, aa far as 
necessary, and in ths most express way, from the decree of February 
4, 1889— 

ftppoinis M. Joeeph Brunei liquidator of the said company, with the broadeRt powers, 
especially to traiwiier or contribute to any new company, all or a part ot the corporate 
assets. 

Third. The act of July 1, 1893, adds to so many authorizations 
a new sanction; in regulating the exercise of the right of contribution, 
it makes it subject to formalitleis dictated by the interest of tiiird 
parties, by the very fact that it rejfulates it, it sanctions it. We shall 
show, under the third question, that this act, like every French law, 
is sovereign, and exempt from the review of any judicial authority, 
even the highest. 

It produces this noteworthy result: That a procedure having been 
prescribed, making the validity of the contribution subject to for- 
malities of procedure and publication, if these formalities were com- 
plied with — and we know that they were* — the contribution can no 
longer be contested nor attacked by anyone. 

It follows, hence, no less clearly : Firnt, that the transfer made to the 
new company hy contribution ivas regular; second, that -it can no longer 
he attacked. 

IV. 

The Ckimpagnie Universelle had the right to contribute its assets to 
another company. 

This right it exercised in the person of its liquidator in the most 
regular way. 

This question of regularity is absolutely settled. 

Thence, we arrive mevitably at the conclusion that the title of the 
new company to the ownership of the property which composes the 
assete of the Compagnie Universelle is certain, and we add that any 
contest of its validity would be in France defeated, without examina- 
tion of the raerit«, by tJw.plea of r en judicata. 

SECOND QUESTION. 

Is this property in any measure leeally encumtered by the debts and liabilities of 
the old company? In the event of toe United Statea purchasinp this property, would 
they by so doing become responsible for sach debts aod liabilities, and would they 
a^ume any kind of obligation toward the shareholders, bondholders, or other cred- 
itors of the old company? 

By reference to what was said above (Sees. IX and X) it will be 
seen that this second question is entirelv governed by the first. The 
contribution, we have said, can be subject only to liabilities openly 

" Adjudged by this decision that in case of changes which do not imptur the pur- 

Sose or the essential bases of a comjMny, the judges decide absolutely that the liqui- 
ators had sufficient power to enter into an agreement for the purpose of contributing 
the corporate assets to a new company in exchange for full paid shares. IComp. 
Trib. Civ. de la Seine, July 27, 1892. Rev. des SociSt^, 1892, p. 614.2.) 

6 See decree of -June 29, 1894, publication in the Ogidel of July 1, 1894. Decree of 
intervention of August 8, 1894. 
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specified in the agreement of contribution, subject to the examination 
of the commissioner!' appointed by the first meeting-, accepted upon 
their report, by the second, and witnont an estimate ot which the value 
of the (contribution can not be estimated. It all comes down, there- 
fore, to considering whether the contributions were made subject to 
the payment of the debte and liabilities of the old company to any 
extent. 

II. 

The slightest examination of the articles of incorporation, and 
especially of article 5, excludes any idea of a general transfer of assets 
and liabilities. Such an arrangement was excluded beforehand by the 
most ordinary prudence, for it would have put the new company in 
the same situation as the old, to which the latter succumbed. 

A tmnsfer of the indebtedness, then, does not appear in the agree- 
ment. 

The deed being silent, it is excluded by general- lav.: 

A debtor may dispose of his property, but his creditors have no 
ri^ht to follow it, unless it is subject to an incumbi-ance upon the 
thing, hypotliecation, pledge, mortgage, or Hen. This is the distinc- 
tion, fundamental in FrentMi law, taken from the Roman law, between 
a general creditor and a lienor tcho han a right in the thing. M. 
Troplong explains this in these terms: 

If the debtor alieanteK, the bund which united the property to the person is broken, 
and the thing liaidng berome part of the enlate of another otvner, the creditor will have no 
right to follow it there. Whentre it followB that, if the general creditor haa a le^l 
claim upon the property of his debtor, this claim continuea only so long at his deldor 
Temaiim owner of the property. (Priv. et hyp., sec. 6.«) 

It must, then, be considered cei-tain, in this whole affair, that a trans- 
feror remains alone subject to his general indebtedness, and that the 
transferee can only be bound to the creditors of the transferor by the 
obligations of a contract, and only to the extent of the debts which he 
has expressly promised to pav, French law reserves to the general 
creditor a single right, that of having the instrument of transfer itself 
annulled, in order to have the property sold restored to the estate of 



, . mdf'iiure. 

" But there can not be taken into account property which the debtor may have 
bad at the time of the obligation and which has ceaaed to be hie when the perform- 
ance of the obligation comes to be enforced, whether because he has sold it or 
even because he has given it away. The right of general security given by article 
2092 continuea, lu fact, only ao long as the debtor remains in x>oa8eeaion; this is ver^ 
evident, since any pro])erty which the debtor had in the past, but whicb he has no 
longer, can not be put in tne category of property jwegnif and future, the only prop- 
erty which the right of security includes. If, then, the debtor has disposed oi tne 
thinf; belooging to him, if he has put it out of his estate by any act of alienation, he 
tran^erred it free and clear of this r^ht of security by which it was affected in Mb 
hands; and it is In this respect, among others, that this right differs from a mortgt^e, 
which follows the real estate which is subject to it into whatever hands it passes. 
Creditors can, no doubt, have the thing restored to the estate of their debtor, if it 
was alienated in fraud of their rights (article 1167). But if the thing remains out- 
side of the estate of their debtor, the security of the creditors will be so much less, 
though at the time when the obligation arose the thing was part of the estate of 
their debtor, from which it has since been separated." 
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the vendor. If it is not restored it forms part of the estate of the pur- 
chaser, absolutely protected from his pursuit. But to procure this 
annulment, contemplated by article U67 of the Civil Code," the cred- 
itormustprovetwothings: First That the mle toaa prejudicial to kim. 
Second. That it wa« iimde to defeat the oredit&rs and with fraudulent 
intent. 

Now^and here appears the second fundamental considei-ation which 

foverns all this argument — a deed consented to by the creditor, or 
eclared regular inlitigation with him, can not be subject of the action 
mentioned in article 1167, consequently neither the transfer by the 
liquidation to the new company nor the ti-ansfer by the new company 
to the United States can any longer be attacked; first, because- the 
transfer from the Compagnie Universelle to the new company was 
approved by the creditors of the Compagnie Universelle, authorized 
by the court, ratified by the act of 1893, declared good and valid by the 
decrees of June 39 and August 8, 1894; second, because the transfer 
to the United States was approved by the liquidator of the Compagnie 
Universelle, authorized to enter into the agreement of December 24, 
1901, because this agreement was itself approved by the decrees of 
March 19 and July 3, 19G2, and by the decision of August 6, 1902; 
third, because the Panama bondholders and all the creditors of the old 
company were represented in the proceeding which ended in the 
decree of August 5, and there is, as against them, an admission that 
the agreement is advantageous, a judicial decision holding that it is 
lawful. 

So that it may be said that from these two facts, the rights of gen- 
eral creditors do not survive a transfer, no action by them founded 
upon article 1167 can be hereafter brought, it would follow sufficiently 
and evidently that the transfer to the United States would involve 
for the purchaser no other liahilitien than thone expre»>fed in the deed; 
that henceforth no action can be brought by former creditors for the' 
purpose of invalidating this transfer. 

XII. 

Without dwelling longer upon these conclusions, we draw, from 
what has been said, the necessary consequence that the new company 
can only be bound by the obligations which it accepted and which 
are expressed in writing in the agreement of contribution and in the 
articles of incorporation. 

These obligations are the following: 

First. To conform to the clauses and conditions of the concession 
(see last paragi-aph of article 1), and consequently, the concession being 
contributed by the Compagnie Universelle to the new company, it 
binds itself to the former " to fulfill all the conditions of the laws and 
extensions of the concession and to pay all sums remaining due from 
the liquidation to the Colombian Govei-nment." (Art. 5, par. 6.) 

Second. To pay to the Compagnie Universelle in liquidation 60 per 
cent of the net proceeds of the enterprise. 

Third. Toallot to the Government of the United States of Colombia 

"Art 1167, Civil Code. 

Creditors may also in their personal name attack acta done by tbeir debtor in fraud 
of tlieir righta. 
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."io.CMH) shareH entirely full paid, out of those, created, in conformity 
with the law of extension of IVcenihcr 2t>, Isyi):" 

Nothing can be clearer, more preoi'M', and more exactly limited. 

Finally, c«ncernin(r the Panama Ituilroad shares, we tave said {see 
Sec. Xll) upon what com! itions Hubsequent they were transferred to 
the new company. 

Such are the only obIi}fations accepted by the new company a;^ the 
equivalent of the transfer. They ai-e the price of the tmnsfer. Ther 
have nothing to (io with the in^lcbtedness of the Comi)agnie L'niver- 
aelle. Orcditorw of the latter do not becoiue creditors of the former. 

Still further, the fact of estimating the price of the transfer excludes 
anv hyiKithesis of a general transfer of assets and liabilities^, for a fixed 
price is not given for a.sset« transferred, if the purchaser must bear 
the unas«-ertained burden of unknown liabilities. 

In short, the regular transfer of the concession does not entail for 
the new company any obligation to pay to any extent whatever the 
liabilities of the Conipagnie rnivei-seUe. but only an obligation to bear 
the charges above mentioned, which are enumerated to the Exclusion 
of all others. 

Wc repeat again, as an indisputable thing, that anv other obligntion, 
not written, not expressed —and it has never been alleged bv the Coni- 
pagnie I'nivei'selle. nor by anyone, that there was a .secret stipulation — 
would be null, even if it were not unlawful with regard to the con- 
tracting parties. In coq)(>rate matters there can be neither secret 
compact, nor trust, nor defeasance. 

XIV. 

Answering (he second section of the .second question, it is by this 
very fact demonstrated that in accepting a tran.sfer from the new com- 
pany of the rights inherent in the concession of which it ha.* become 
the owner the United Slates do not expose themselves to answering for 
any debt whatever of the Comj>agnie t'niverselle to third partie;-. 
For this there are two conclusive reasons: First, What has been said 
of the effects of the transfer by the Ooinpagnie rniverselle to the new 
company would be true of a' transfer ny the new company to the 
United States. The latter will owe the new company only the price 



stipulated, and in regard to its ci-editors they will contract no other 
obligation than that of paying their debtor the price agreed upon. 
If, as is plain, the puirbaser liecomes a debtor onlv for toe purcnase 
price, he does not become the debtor of all the creditors of tne trans- 
feror. This is not the case with general successors, such as natural 
or testamentary heirs of the purchaser. 

If the purchaser^the United States in this case — does not become 
the debtor of the creditors of the new company, .still less would he 
become the debtor of the ci'editors of the old company. To raise the 
question, they mu.st tirst have become cnsditors of tlie new company. 
Now we have shown that they are nothing of the sort; but, were the 

a First. There ehall be appropriated to the liquidation a share of 60 per cent in the 

out of those now ere- 

n conformity with the 
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terms of the contribution of 189-1: different, it would be enough to 
destroy their claim to consider that the act of transfer to the United 
States, in the form proposed, will not confer upon the creditors of the 
new company any right either to follow its property into the hands of 
the purchaser or against the pui'chaser personally. 

XV. 

What we have said with regard to the creditors, either of the new 
company or the old, is absolutely true in regard to their shareholders. 
The same deeds can be set up against them. The ti"ansfers made have, 
with regard to them, the same fearing, the same regularity. No more 
than the bondholders can they impose upon the transferee an obliga- 
tion which has not been stipulated. Against them may be set up an 
additional plea, drawn from the fact that to these deeds they are not 
third parties; they are parties to the deeds. It is enough to say that 
if these deeds may be successfully set up against third parties, it is 
not reasonable that they should be attacked by those who signed them. 

XVI. 

The objection has been made, it appears, that the Compagnie Uni- 
verselle had not completely divested itself of the property transferred. 
As a proof is cited the fact that it stipulated for a share of 60 per 
cent m the profits. From this it is argued that, this share being 
taken away from it by the transfer to the United States, it may recover 
al lor a part of its former ajjsets. 

We oppose to this erroneous argument two decisive answers: 

First. The Compagnie Universelle might have required as the price 
of the transfer a sum of money fixed, immutable, and which could 
neither be increased nor diminished. It did not do so for the simple 
reason that it never could have gota fixed price which was at the same 
time a high price for a concession, the carrying out of which remained 
subject to so many haz&Vds that the parties considered that the possi- 
bility of carrying it out could be determined only later. (See article 
75 of the articles of incorporation.) It preferred to stipulate for an 
indeterminate price, consisting of 60 per cent of the profits to be made by 
a company. Jiy a compaiiy, that is to say, by an artificial person, 
subject to the causes for involuntary legal dissolutions and which 
reserved to itself expressly (see article 60) the right, if it thought 
advisable, to dissolve itself voluntarily. 

Whence it follows that it is as if the provision had been that it gave 
up its assets in consideration of 60 per cent of the profits ko long as the 
coifipany should not be vfidt^' the legal necessity ofdhsolution or should 
not think it necesmru to dissolve. And let it not be said that this 
second bopythesis allowed the new company to defeat the liquidation 
by dissolving itself arbitrarilv. In fact, without mentioning the guar- 
anties furnished by the conditions which, in that case, must be com- 
plied with, on the one hand, dissolution gave to the Campagnie Uni- 
verselle the right to appear upon the liquidation of the new company 
and to receive a part of its assets corresponding to the value of its 
ultimate 60 per cent; on the other hand, if the dissolution were intended 
to defeat it or fraudulent, the liquidator of the Compagnie Univer- 
selle could have it annulled. And here we reach the second answer. 
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Second. Not only did the liquidation not consider the alienation of 
the concession harmful to it, but. it desired it, preferring a certain and 
speedy price to remote and uncertain profits. It prepared the way 
for it. It had itself authoiized to discuss the terms and fix the bene- 
fit which would come to it therefrom. This consent was sanctioned 
both by the decree of March 19, 190:2, by the decree upon intervention 
of July 3, and bj' the decision of August 5. Let us add that the rep- 
resentative of the bondholders has stated that he himself did not inter- 
vene, because his clients approved the tmnsfer." 

So, if the liquidation had — and it certainly had not — the right, in 
case of transfer by the new company, to maintain that, by the effect 
of the failure to carrv out the clause relative to the 60 per cent, it 
should be restored to the property which it had alienated, it expressly 
decided not to do so, and its acquiescence in the alienation sanctioned 
by the court has become in-evocable by the effect of judicial decisions 
which have become resjudiaita^. We may, therefore, think It sti-ange 
that to disturb the resolutions to be passed there is argued the possi- 
ble exercise by the liquidation of a right which it did not have, and 
which, in any case, it has renounced by having it adjudged that it was 
for its interest that the transfer should be carried out. The same 
argument might he used against the bondholders or creditors of the 
Compagnie Universelle. 

XVII. 

We give no more force to the arguments drawn from the considera- 
tion that, the liquidation having stipulated for the right to appoint a 
commission for the pui-pose of inspecting the progress of the works, 
it may be inferred tnat it had not divested itself of the ownership of 
the concession and of its increment. 

There is no correlation between these two ideas. 

Nothing prevents a contributor who has received shares in pay- 
ment— whence it follows that he will be paid or not according as the 
enterprise shall be well or ill managed — from requiring guaranties of 
good management. If he obtains them he is "tone the less a share- 
holder, and if he is a shareholder he is no longer the owner of prop- 
erty contributed, but of what represents it in capital stock. 

It will never be possible, at least under our legislation, to reconcile 
these two facts — a contribution in consideration of a price, of whatever 
nature it may be; retention of ownership of the contribution by him 

" Militre Chameftu, attorney, gave notice in the name of the sieur Lemarqiits in hia 
official capacity, for whom he appeared, to MMtre Cailiet and de Bi^ville, erf requesta 
to find upon intervention by which alleging: 

That the eieur Lemarqiiie in his capai^ity of representative of the holders of Panamai 
bonds had the right of intervention in the proceeding pending between the sieur Gau- 
tron in his official capacity and the Hieur Donadieu. 

That the transfer propoBed, to the Government of the United States of America, to 
which the sieurGautron has consented, is favorable to the interests of the bondholders. 

He asked that it might please the tribunal. 

To Tevofpiize Mtlitre Chameau in his appearance for the eieur Lemarquis in his offi- 
cial capacity. 

To rec<^nize the intervention of the sieur LemarquiB, that he joined in the requesta 
for judgment of the liquidator, and that he approved wholly the understanding 
reached between the liquidator and the New PJuiama Company for the purpose of 
a transfer of the enterprise to the Government of the United States of North America. 
for the sum of $40,000,000. 

And to decree according to law aa to the costs. 
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who has made the transfer and has received the equivalent for it. But 
there is more. It is precisely because the liquidation transferred the 
ownership of the concession and of the works begun, and divested 
itself of it, that it was important for it to stipulate for a guaranty of 
good management in the future; for if it had retained the ownersnip, 
so that the new company was only a sort of mandatory, interested in 
the proper completion of the enterprise, this stipulation would then 
have been wholly needless. 

THIRD QUESTION. 

Is the law of July 1, 1893. unimpeachable and absolute according to the constitu- 
tion and according to Frencfa law? Have the French judicial authorities power to 
discuss the validity of stud law? 

The act of July 1, 1893, is, according to the French constitution, not 
open to attack and of absolute authority. The French constitution in 
this point differs wholly from that of the United States, which has con- 
ferred upon the supreme judicial authority a right of review over legis- 
lative acts. More than one writer, more than one politician in France, 
has emphasized the dangers of the sovereignty of the lejgislative power 
and has praised the precautions accepted in the Unitea States against 
the possible excesses or eiTors of legislators. We have not here to 
take sides in this controversy, but to state what is the fact. We 
declare that there is no superior power which can either modify or 
annul a law passed by the two chambers. Still further, the highest of 
our judicial jurisdictions, the court of cassation, or supreme court, is 
in its essence created to insure execution by the inferior tribunals of 
all laws as they are promulgated. Far from its being able to modify 
them or suspend their execution, its duty is to reverse any decision 
which has either misinterpreted or wrongly applied a law, though it 
appear detestable to the high court. It is enough to say that the act 
of 1893 can not now be the subject of revision or criticism on the part 
either of the executive power or of the judicial power, 

A law pa.ssed in France by the Parliament (the two chambers) can 
only be repealed or modified by another law passed bv Parliament. 
But were this done, the new law u applicable only fop the future, and 
all acts done before it goes into force remain subject to the former 
legislation. Whence it follows tliat were the act of July 1, 1893, 
abrogated or amended, all acfcs done previous to this event will be 
valia or not, according as they are or are not in conformity with its 
provisions. 



Is the New Panama Canal Company in 
France, and is the cooperation of the French Govet 
which the Xew Panama Canal Company propoeefl making to the Government of the 
United States? 

In the period prior to 1867 the formation of certain commercial 
companies was subject to the authorization of the Government (a cer- 
tain number of joint-stock companies organized before that date remain 
subject to the oid legislation). In 1867 the general law applicable to 
commercial companies was radically changed, and thenceforth, by 
observing the procedure and the rules for publicity prescribed by the 
act of July 24, companies are made freely, like any other contract, 
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Even before 1867 an authorized company was in no way a govern- 
mental company; having obtained authorization, it Temaiaed ^rvvate, 
and preserved this private character for everything concerning dis- 
posal of its property, liquidation, realization upon, or sale of its assets. 

A fortiori^ a company like the new company, organized under the 
act of July 24, 1867, is absoliltely independent of the Government. 
The latter did not have to intervene for its formation, and does not 
have to intervene in its management or its liquidation. This the Gov- 
ernment haa declared several times, on March 22, 1882, in diplomatic 
correspondence, and later in 1893 on the floor of the Chamber of 
Deputies. 

That the Government and Parliament Intervened to authorize the 
issue of lottery bonds is explained in the simplest way by a circum- 
stance which has nothing to do with the nature of the company. The 
issue of lottery bonds is considered in our legislation aa a lottery; no 
lottery can be established by private persons, any more than by a 
company, without the authorization of the minister of the interior, if 
it does not exceed a certain figure, without a law, if it exceeds this 
figure; therefore a bill was necessary to authorize the issue of Panama 
lottery bonds, and the company no more lost its private character 
- than a private person who snould have asked and obtained authority 
to establish any other lottery. 

The new company, then, is certainly not a governmental company, 
and the French Government has not to intervene and can not inter- 
vene in the transfer which it makes to the United States. 

FIFTH QUESTION. 

Will the proposed transfer, duly carried out by deed of the New Panama Canal 
Company and by deed of the liquidators of said company, the dissolution of which 
would be declared, plai;e in the fiands of the United States an absolute and uncondi- 
tional title to the transferred properly, without the United Stales assuming thereby 
any of the obligations of the ola company to the shareholders, bondholders, and 
other creditors of said company? 

Of course the New Panama Canal Company, having made the transfer, will, 
without delay, fulfill all its obligations toward the liquidator of the old company as 
they appear by the decision of the arbitrators dated February II, 1902, made in 
execution of the contract dated December 24, 1901. 



Thus stated, the question is, perhaps, not presented with sufficient 
clearness. It appears from the verbal explanations which have been 
given us that it would be more exactly formulated in these terms: 

Has the new company power to transfer the concession, and its assets 
connected therewith, to a third party, for example, the United States? 
In what form and by whom should this transfer be can-ied out, to place 
in the hands of the purchaser a title of absolute and unconditional 
ownership to the property transferred, without the United States 
assuming any of the obligations of the old company to the bondholders, 
shareholders, or creditors of the said company? 



We have said that a transfer bv a. company, as by a simple private 
person, entails no obligation for tne transfei"ee to pay the debts of the 
ti-ansferor; the obligations of the ti-ansferee are limited bv the agree- 
ment itself. The only obligations, besides those stipulated, which fol- 
low the subject of the transfer into the hands of the new owner are the 
obligations annexed to the thing — those which constitute debts of the 
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thing sold and not of the vender. But this supposes, of course, that 
the sale is made by a person capable of making it, or authorized to 
make it, if that is necesaarv — in a word, a valid sale. The whole ques- 
tion, then, lies in considering whether the new company has power to 
alienate its concession and the property appurtenant to it. 

11. 

It may be said that if the company has the right to sell a part of its 
assets, it can not alienate the very object of the company without the 
company's disappearing, that by so doing it goes contrary to its pur- 
pose, which is to accomplish the enterpnse in view of which it was 
formed, and that its duty is to procure for the parties in interest its 
accomplishment. 

This idea, correct as a general statement, could not be made an 
invariable and absolute rule of law without the most serious incon- 
veniences. By It a company would !« bound to pursue the accom- 
plishment of its purpose until the complete exhaustion of its resources, 
and to consume then progressively, even though it was certain, either 
that the purpose can not be accomplished by it or that it. as well as 
^1 parties interested, should find it clearly to their advantage to transfer 
its enterprise instead of pursuing it. 

This pernicious rule does not exist in our legislation concerning 
companies. On the contrary, article 37 of the act of 1867 requires 
that in case three-fourths of the capital is lost the shareholders' meet- 
ing should be consulted as to the propriety of continuing the enter- 
prise or abandoning it, and it is enough in this case that one-fourth of 
the capital be represented. 

If the legislator requires the company to decide under the circum- 
stances above mentioned he allows it, even without these circum- 
stances, to decide to stop the enterprise under the single condition that 
the meeting of stockholders should comprise half the shares of the 
capital. This is a settled point in doctrine and in law, even though 
the articles of incorporation are silent. (See opinion of Mes. Lim- 
bourg. Devin, Du Buit, Henri Thi^blin et Gontard, p. 49.) 

If they have expiessly reserved to the shareholders' meeting the 
right, in anv state of the case, of passing upon the propriety of con- 
tinuing or discontinuing the corporate business, no doubt can remain. 

III. 

This is precisely the situation of the new company, whose articles 
(article 60)° gave the shareholders' meetings regularly constituted — 
that is to say, in conformity with the provisions of articles 61 and 6^ — 
the right to shorten the duration of the company, to extend it, or 
immediately to dissolve the company. 

"If experience ebowe thedeeirabilityof making modiflcationa in or additions to the 
present statutes, the atoclt holders' meeting shall provide for the same in the manner 
fixed in articles 61 and 62 hereof. 

It may especially determine upon — 

A reduction of the capital of the company; 

A reduction in the duration, the prtiloiigation, or the earlier dissolution of the 



Itfi consolidation with other companies; 

Itmay even introduce modifications in the objects of the company, without, how- 
ever, changti^ their essential character. 
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Now, this Is a provision left by the act of 1867 to the ^neral rule of 
fi-eedom of agreement, and no one in France will contest its, lawful- 
ness. Let us add that it was made necessary for the new company by 
the circumstances under which it was formed; a company to attempt, 
created to protect the concession, to prevent its lapse, uncertain (the 
articles show) whether it could itself complete the enterprise, uncer- 
tain {the articles again show) whether the enterprine could be carried 
out, at least as it had been planned. 

IV. 

We say, consequently, that the new company may certainly put aa 
end to its operations and transfer the concession. It remains to 
examine the second part of the question: In what form and by whom 
should the transfer be made to place in the hands of the purchaser a 
title of ownership not open to attack. 

Several solutions may be adopted with perfect safety. 

The new company may, by virtue of article 60, a meeting of share- 
holders having been called in conformity with articles 61 and 62, put 
itself in liquidation. 

Supposing that it limited itself to appointing a liquidator W(A ordi- 
nary powers of liquidatlim, no more will be needed to enable him to 
transfer the corporate assets, in whole or in part, to a thii-d party with 
the most absolute regularity. 

We refer here to Section III of the first question, and we i-epeat, to 
sum up, that the receiver has full powei' to carry out a sale of the 
assets; that he then binds the company itself; that it is it which alien- 
ates, by its mandatory; that it survives, as an artificial person, until 
final distribution, and that to deal with the liquidator for the purchase 
of the assets is to deal with the company itself. 

But the articles allow the company to do something still more cer- 
tain and less open to attack, if possible. The shai'enolders' meeting 
mav (article 63) lix the manner of liquidation and decide, for example, 
eitfier that it shall take place by contribution of the assets to a new 
company or by sale in parcels or by transfer as a whole. The liquida- 
tor, conforming to this specific mandate, will bind the company to 
third parties in the same wav as if they had dealt with the company 
itself. 



A second solution is furnished by the following consideration: 
To show that a company can not alienate its coi-porsto capital, it is 
obsened that this act of alienation puts an end to its operation, which 
is strictly correct. But this demonstrates only that the company which 
alienates its assets by the same act brings about its dissolution, and, 
as it has been demonstrated that the company has full power to dis- 
solve itself, it remains proved that it has tne aime right to do any act 
involving its dissolution. 

The new company may, then, by a decision of a meeting of share- 
holders, approve the proposed transfer, give its board power to carry 
it out and decide at the same time that, by the fact of carrying it out, 
the company shall be altogether dissolved. Then dissolution will be 
the consequence of the transfer itself. This is the solution suggested 
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by my eminent colleagues of Paris. It is, in my opinion, absolutely 
legal. A meeting of shareholders wbich may vote dissolution may vote 
an act involving dissolution. It will be necessary, however, for this 
decision, to comply with the same conditions as if it opei'ated immedi- 
ate dissolution; that is to say. that a meeting of shareholders should 
be made up in conformity with articles 61 and &2 of the articles, and 
that the decision should be published in the form prescribed in the act 
of July 24, 1867. 



There is a third solution, no less legal. Against the preceding, an 
objection might be raised which is, no doubt, only specious, but which 
it would be preferable to avoid. It may be said that a meeting of 
shareholders which votes for an act involving dissolution and which 
thus, and by that very fact, votes for dissolution, can not at its will 
postpone consequences of that decision; that by the effect of this vote 
dissolution talces place immediately, and that from that moment the' 
powers of the board of directors, as defined in the articles of incorpo- 
ration, limited to the management of affairs while the company is in 
operation, disappear, and they are without power to perfonn an act of 
genuine liquidation. We do not think the objection well founded, and 
we do not see how it could be demonstrated that, the shareholders' 
meeting having power to vote dissolution or not, at its option, it would 
not have the right to vote its subject to a condition or at a fixed time, 
and we think that it would only be incapable of doing so if a case 
arose of l&t/al and hence (Migatm'y dissolution. 

But in such a matter the best arrangement will be that which offers 
the most security to the purchaser and the least opening for contro- 
versy. 

It results, both from the corporation law and the articles of incor- 
poration, that the new company is in full control of iU liquidation, 
and that it can consequently, by law and by its articles, in the plenti- 
tude of ita power, decide that its liquidation shall take place in a given 
form and by a given determinate act. It may, in a word, carry out 
its liquidation at the tame time- that it decides upon it. 

A meeting of shareholders should be called in conformity with arti- 
cles 61 and 62 to ad<mt the following resolutions: 

First I'esolutJon: The special shareholders' meeting approves the 
plan of transfer to the United States as the President of the United 
btates is himself authorized to accept it. 

By this first resolution it is the company itself which binds itself in 
the plenitude of its power and in a form which binds all shareholders 
and which may be set up sgainst all parties in interest. 

Second resolution : It decides that, to conclude this transfer, the com- 
panv should be declared to be in liquidation and consequently appoints 
M. !S., with express authority, for it and in its name, to fulfill all for- 
malities and sign all papers necessary to carry out the transfer. 

By this second resolution the meeting creates the legal representa- 
tive contemplated by the law in case of liquidation, and no contest can 
be made hereafter as to the authority of its mandatory. 

Third resolution : In case moditications in the plan of transfer should 
be proposed, the liquidator shall submit them to a meeting of share- 
holders organized in conformity with articles 33 and 3i. 

It is prudent to provide for this possibility. 
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This third resolution is justitied by the right, conferred upon the 
meeting of shareholders by article 63, to regulate the procedure of 
liquidatiou, the powers o^ the liquidator ami the terms of their 
exercise. 

By this method in dealing with the United States the liquidator does 
not merelj- perfonn an act within his geneml powers, but carries out 
a decision made by the company itself and which can be set up against 
it, not only as an act which the liquidator had the right to do, but as 
an act emanating from iteelf. 

He does not merely make a decision which he would have the right 
to make by virtue of his powers, but fulfills a precise and formal man- 
date, which consists in carrying out an agreement accepted by the com- 
pany itself. 

A contract made under these conditioDS by the new company with a 
company, or with any person whatever, would not be open to attack 
in France. 

VII. 

It may become still less so by making parties to the deed, parties not 
necessary but supererogatory, the only persons who have a right, not 
real but apparent, to object to the alienation made by the company. 
We have proved that it has become the owner of the assets which are 
the subject of the transfer; that as owner it can dispose of them; that 
by following one of the three forms above mentioned it will dispose of 
them validly. 

It lawfully binds its shareholders, who are bound by a decision of 
the shareholders' meeting; as to its creditors, it has no other obliga- 
tion than to divide the price among them; as concerns the Compa^nie 
Universelle, it has the right to dispose of its assets upon condition 
only of giving over to it the full share of the price to which it may be 
entitled; its right to transfer was recognized by the agreement of 
December Sf4, 1901; the decision of the arbiti-ators of February 11, 
1902, settled the amount of its claim. The whole has been confirmed 
by decrees and decisions. 

Concerning the creditors of the old company it has no obligation and 
no legal connection; the transfer which the latter made to the new 
company was approved and has become final by compliance with the 
formalities of the act of July 1, 1893. Further still, m the procedure 
leading to the decree upon intervention confirmed by the decision of 
August 5, 1902, the representative of the bondholders, who alone had 
power to oppose the sale, declared that he approved the agreement 
reached with a view to the transfer. Whence it follows that the pres- . 
ence of and signature of the final act of transfer to the United States 
by either the liquidator of the Corapagnie Universelle or the repre- 
sentative of the bondholders is in no way necessary. 
I Nevertheless, and if it be desired to push the spirit of precaution 
beyond the limits of ordinary and sufficient prudence, it seems easy 
to make the liquidator of the Compagnie Universelle a party to the 
contract. 

The agreement of December 24, 1901, provides (article l8t), "the 
new company remains charged with carrying on the negotiations. It 
shall have fvll powers to conclude eventwilly with tli^ United States, 
a/nd to fix, after discussion xoith it, the price and conditions of the sale." 
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This agreement, the plan of transfer made in consequence by the 
new company for the price of $iO,000,000, were confirmed by decrees 
of March 19 and July3, 1902. The liquidator certainly finds in these 
decisions the power necessary to sign tne final deed of transfer, and if 
he thought that he should solicit a new confirmation from the court, we 
may be assured that the tribunal would not reverse itself, 

In the same way, the decree of August 5, 1902, being made in a pro- 
ceeding to which the representative of the bondholders was a party, he 
has also full power to ratify a transfer which he could not oppose by 
reason of the decision made. 

But the presence, at the making of the deed between the United 
States of Colombia and the new company, of the liquidator and of the 
representative of the bondholders, would have no other merit than to 
sanction a state of things which is settled, dnee, to repeat it for tfte last 
time, the plan of tranafer is henceforth, by the effect of hmicial deci- 
sions which home become res j udicatse, not open to attack either by the 
liquidator or by tJi^e representative of the bondholders. 

VUI. 

To sura up, the undersigned counsel expresses his formal opinion 
that by the transfer which the new company might make to the United 
States in one of the three forms set forth in Sections IV, V, and VI of 
the fifth question the United States will acquire the firmest and most 
impregnable title of ownership to the prot:«rty transferred and will 
assume no other obligations than those stipulated for in the contract 
of transfer itself, without any other claim oeing possible to be made, 
either by the old corapany, or by its shareholders, or by its liquidator, 
or by its creditors and bondholders, or by their representative. 

Paris, September 21, 1902. 

Waldeck- Rousseau, 
Advocate of the Court of Appeal. 
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